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ABSTRACT 
The construction industry in Malawi plays a vital role in developing the infrastructure of the 
country that is in need of improvement. Thus, in order to improve the quality of infrastructure 
in Malawi, the construction industry has to perform better than the status quo. The 
construction industry is characterised by a complex value chain that comprises of clients, 
consultants, contractors, and material manufacturers, suppliers, financing institutions, 
knowledge organisations and regulatory authority. This research looks at the relationship 
between construction value and project success in the Malawian construction industry.  A 
qualitative research method was used for compiling the primary data for the study. Twenty-
nine (29) participants were interviewed. These participants represented clients, consultants, 
contractors and material suppliers. 
The findings reveal that value creation in Malawi is characterised by lack of harmonised 
standards and specifications, inconsistent project management practices, existence of non-
value adding activities, corrupt practices, lack of a skilled labour force, and lack of 
commitment to best practices in H&S as well as environmental management. Further, 
logistical problems affect the supply of construction materials to the country; while an 
unfavourable economic environment makes pricing of materials a challenge in the country 
too. Poor communication and limited use of information technology (IT) is very common in 
the industry and project implementation is also affected by a poor road network, an 
intermittent power supply, and a lack of cooperation from other service providers.  
In terms of supply chain structures in use, the research revealed that the traditional 
procurement method that is based on the lowest bidder / price is the most dominant method in 
use and very few members of the construction industry are conversant with other 
procurement methods. The method is also the preferred procurement method used by public 
sector clients. The performance of the traditional procurement method largely depends on the 
competence of the project design and supervision team, the adequacy of the documentation, 
and the capacity of the contractor. However, in most cases the system has failed to perform 
due to the poor contract management skills of the supervising consultant and the lack of 
timely guidance from the public sector clients. The findings also revealed that most of the 
suppliers or subcontractors are engaged on project based relationships, and members of the 
industry are unwilling to engage in long terms relationships due to mistrust and greed among 
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members of the industry, and also largely due to lack of proper frameworks that can support 
such relationships. 
It is therefore recommended that other procurement methods should be explored and the 
engagement of the lowest price bidders should be discontinued on small and medium scale 
projects. The criteria for upgrading contractors to higher categories should equally be 
revisited to eliminate incompetent contractors. The NCIC should take a leading role in 
harmonising the various standards and specifications in use in the country. Promotion of the 
usage IT services should be encouraged to facilitate faster information dissemination. Usage 
of risk management in construction and evaluation and monitoring of projects should be 
encouraged and benchmark best practices. Finally, the members of the industry should take 
up the responsibility to take leading entities in the industry to task, if fundamental changes 
are to take place in the industry. 
Keywords: Malawi, project success, value chain, supply chain management, procurement 
methods 
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DEFINITIONS OF TERMS 
Value: The relationship between satisfying an organisation‟s many conflicting needs and the 
resources required to meet these needs. The fewer the amount of resources used or the higher 
the satisfaction, the greater the value (Venkataraman and Pinto, 2008: 163). 
Value planning: Defined as value study that occurs during the early design or development 
stages of a project life cycle, before a preferred alternative is selected. It typically focuses on 
identifying project objectives and developing functional components and general approaches 
to meeting those objectives. It also ensures that value is planned into the project from the 
inception by addressing and ranking stakeholder requirements in order of importance 
(Venkataraman and Pinto, 2008: 170). 
Value engineering: Refers to the title given to value techniques applied during the design or 
engineering phases of the project. This value study is conducted after the design alternatives 
have been developed, and perhaps before a preferred alternative has been selected. Value 
engineering employs many techniques that focus on quantifying and comparing – it 
investigates, analyses, compares, and selects among various options that will meet the value 
requirement of the stakeholders. It is also a useful tool for assessing costs and benefits during 
each phase of a project (Venkataraman and Pinto, 2008: 170). 
Value Analysis: Refers to value techniques that are applied retrospectively. Value analysis 
analyses or audits a project‟s performance by comparing a completed, or nearly completed, 
design or project against predetermined objectives. Value analysis studies are normally 
conducted during the post-manufacture / construction period, when the project is fully 
operational. In addition value analysis can be applied to the analysis of 
manufacture/construction–related procedures and processes, such as studies of organisational 
structure, or procurement procedures (Venkataraman and Pinto, 2008: 170). 
Supply chain management: Is a set of approaches utilised to efficiently integrate suppliers, 
manufacturers, warehouses and stores, so that the merchandise is produced and distributed at 
the right quantities, to the right locations, and at the right time, in order to minimise system-
wide costs while satisfying service level requirements (Simchi-Levi, Kaminsky and Simchi-
Levi, 2003: 1). 
Partnering: Defined as a structured sequence of process initiated at the outset of a project 
that is based on mutual objectives and utilises specific tools and techniques such as facilitated 
xvi 
 
workshops, a charter, conflict resolution techniques and continuous improvement techniques 
(Lu and Yan, 2007: 163). 
Construction procurement: The process that involves invitation, award and management of 
contracts (cidb, 2005: 1). 
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CHAPTER ONE: BACKGROUND OF THE RESEARCH PROJECT 
1.1  Introduction 
The construction industry plays a major and vital role in transforming the aspirations and 
needs of people into reality by physically implementing various developmental projects. 
Construction projects usually include infrastructure such as roads, dams, and irrigation work. 
Schools, houses, hospitals, airports, railways, factories and other construction work are some 
of the examples of the physical foundations of development efforts directed towards 
improving living standards in a country (Bin Ibrahim, Roy, Ahmed and Imitiaz, 2010: 232).  
The importance of the industry can be illustrated with an example. The industry‟s 
contribution to the Gross Domestic Product (GDP) of the Southern Africa Development 
Community (SADC) is significant. The industry in South Africa employed 419 335 people in 
2011 and contributed up to 4.5% of the country‟s GDP (Statistics South Africa (Stats SA), 
2012: 6.6 & 15.2). In Malawi, the construction industry is a key indicator and driver of 
economic activities since it contributed up to 16.5% of the country‟s GDP in 2010 
(Government of Malawi (GOM), 2011: 85). In 2012, the industry contributed 7.9% of 
Angola‟s GDP, 27.5% of Zambia‟s GDP and 1.5% of Zimbabwe‟s GDP, and in 2011, it 
contributed up to 3.1% of Mozambique‟s GDP, 3.9% of Namibia‟s GDP, 2.2% of 
Swaziland‟s GDP and 6.7% of Botswana‟s GDP (African Development Bank (AfDB), 2013: 
26-164). 
The overall quality of infrastructure within the SADC countries varies from country to 
country. For example, the World Economic Forum (WEF) African competitiveness index 
report provides the competitiveness index on the overall quality of infrastructure that includes 
the quality of roads, railways, ports, electricity supply, air transport and telecommunications 
in some SADC countries (2013: 165-199). For example, the index report rates Botswana 
64/144, Malawi 116/144; Mozambique 126/144; South Africa 58/144, Tanzania 124/144; 
Zambia 84/144 and Zimbabwe 123/144. Thus it can be seen that South Africa and Botswana 
are performing better in terms of their quality of infrastructure than some of the members 
within the SADC. The report further mentions that corruption, an inadequately educated 
labour force, lack of access to financing, inefficient government bureaucracy, and inadequate 
supply of infrastructure including in some countries restrictive labour regulations as the main 
problematic factors for doing business in the SADC region. 
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The quality of infrastructure in a country is strongly linked to the performance of the 
country‟s construction industry. However, the construction industry is characterised by a 
complex value chain. It includes both basic manufacturing and supply of construction 
materials and a range of knowledge intensive services provided by private enterprises and 
public knowledge organisations, as well as the construction activities themselves. The value 
chain describes the full range of activities, which are required to bring a product or service 
from conception, through the different phases of production involving a combination of 
physical transformation and the input of various producer services, delivery to final 
consumer, and final disposal after use (Kaplinsky & Morris, 2001: 4). Value for construction 
clients is created through projects and programmes carried out by people working in 
relationships that are collaborative to some degree or another (Pryke, 2012: 1). These people 
are employed by a number of firms located within the various tiers in the supply chain 
established contractors and increasing client organisations (Pryke, 2012: 1). 
Thus, for the industry to make a positive impact on both the client and the various 
stakeholders involved, understanding its value chain is of paramount importance. The 
Mechanical Contracting Education and Research Foundation (MCERF) (2004: 5) describes 
the supply chain in the construction industry as that which includes all the parties involved in 
designing, building and delivering services for a project, thus a supply chain becomes a value 
chain when all participants put exceptional care and effort into providing value to the direct 
and indirect customers and into removing wastes from the project delivery systems. In the 
end, value delivered in a value chain is reflected in the profitability of all chain‟s participants 
(MCERF, 2004: 5). Basu (2011: 6) states that the criteria for success in a project depends on 
various factors such as the timely, and cost effective delivery of materials, systems and 
facilities in accordance with quality requirements, as there are many stakeholders, contractors 
and suppliers involved in a project. The management of supply chain methodologies and 
processes becomes crucial to ensure that project resources are delivered as required (Basu, 
2011: 6). 
MCERF (2004: 5) further describes value as “value is what you get vs. what it costs” in terms 
of product or service of a desired quality, reliability of processes such as on time delivery, 
and a product or service that meets your needs. In this sense, cost is the purchase price of 
components and services, lead time for delivery and payment, indirect costs such as 
transaction costs for purchasing and installation, and service requirements for operation, 
maintenance, and commissioning. 
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Lessing and Jacobs (2002: 14-15) cite (Porter, 1985) who first suggested that the concept of 
value chain can be used as a tool for identifying ways of creating customer value. Porter‟s 
(1985) value chain as cited by Lessing and Jacobs (2002: 14-15) comprises of five primary 
and four support activities. The primary activities are procurement and inbound logistics, 
production / operations, outbound logistics, marketing and sales, and customer service. The 
supporting activities include financial management, human resource management, 
communication, and e-management. 
Male (2002: 21) citing Standing (1999) further argues that in a project, the value chain 
comprises of three distinct major value systems; the client value system, the multi value 
system and the user value system, which reflect major value transition points in any project. 
The major value transition points in projects include corporate value, business value, 
feasibility value, design value, construction value, commissioning value, and operations. 
Value creation is increasingly being viewed as a process facilitated through the supply chain 
(Pryke, 2009: 1). Firms in a supply chain build networks so as to complement internal and 
external abilities, thus the firms are drawn to form collaborative relationships with other firms 
with skills, knowledge, attributes, and resources that are complimentary to the first firm 
(Pryke, 2009: 1). The term supply chain encompasses all the activities associated with the 
processing from raw materials to completion of the end-product for the client or customer. 
This includes procurement, production scheduling, order processing, inventory management, 
transport, storage and customer services and all the necessary supporting information 
systems. In construction, the supply chain includes subcontractors and suppliers as well as the 
processes within the business itself (Fisher and Morledge, 2002: 205). 
However, managing supply chains in the construction industry has its own difficulties. 
Morledge, Knight and Grada (2009: 37) citing Jones and Saad (2003: 260) mention the 
substantial difficulties which apply in the supply chain in the construction industry. They 
state factors such as short-terminism, lack of trust, and adversarial relationships, the transient 
nature of construction projects and the considerable number of infrequent clients as the main 
problems associated with the implementation of supply chain management (SCM) in 
construction. 
Depending on the procurement strategy adopted in a project, the client and the consultant 
may be responsible for generating the most cost commitment, although the consultant is only 
responsible for approximately 15% of the client‟s expenditure through fees. Thus, such kind 
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of procurement strategy will preclude the contractor from providing his knowledge and 
expertise during the early stages of a project, despite the contractor being responsible for 
about 85% of the project expenditure (Male, 2002: 31). 
Fisher and Morledge (2002: 207) observe that the most dominant procurement strategy in the 
United Kingdom (UK) is the design-bid–build, with the lowest bidder winning the work. This 
results in a number of well documented and inevitable outcomes, which include: production 
processes that are geared to lowest cost rather than to „right first time‟ or to „best value‟; 
bidding processes that encourage a culture where suppliers will agree to almost any 
parameter to get the work, later to strive to achieve a cheaper solution or to a higher price; 
and inability and unwillingness to cooperate in specialist design, innovation or collaborative 
problem solving. 
In agreement to these observations, Rimmer (2009: 142) states that UK clients who insist on 
traditional procurement strategy are generally unaware of the huge waste in the process and 
sacrifice potential improvements such as innovation in process and product or better value, 
for what they mistakenly regard as lowest cost.  
Therefore, MCERF (2004: 30) concludes by quoting John Ruskin (1819-1900): 
“It’s unwise to pay too much, but it’s worse to pay too little. When you pay too much, you 
lose a little money that is all. When you pay too little, you sometimes lose everything because 
the thing you bought was incapable of doing the thing it was bought to do. The common law 
of business balance prohibits paying a little and getting a lot - it can’t be done. If you deal 
with the lowest bidder, it is well to add something for the risk you run. And if you do that, you 
will have enough to pay for something better.”   
1.2 Statement of the problem 
The construction of projects is challenged by a number of problems in Malawi. Such 
problems often lead to cost and time overruns as well as sub-standard work. Very often 
contractors are blamed for the poor delivery of construction projects. However, very little is 
ever mentioned of the role played by other stakeholders that contribute to the poor delivery of 
projects. Furthermore, it should be noted that for the construction industry to deliver projects 
to the expectations of clients and the end-users, the performance of the entire value chain of a 
project needs to be optimum. Thus, the research problem that was examined is the „inability 
of the supply chain to create and sustain expected value for clients and end users of 
construction products in Malawi‟. 
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1.3 Research questions 
The research attempted to answer the following questions: 
 How is „value‟ created by upstream and downstream actors involved in project delivery in 
Malawi? 
 What is the dominant „structure of supply chains‟ in the construction industry in Malawi?  
 What impact is supply chain structure having on project performance in Malawi? 
 How do procurement methods affect the ability of material suppliers and subcontractors 
to meet their project obligations in Malawi?  
 What are the mechanisms or systems that will enable the „value chain‟ to transform and 
deliver expected goals in Malawi? 
1.4 Research aim and objectives 
This research principally aimed at investigating how the value chain is contributing towards 
project success in the Malawian construction industry and the barriers which the industry is 
facing to enhance its value chain. To realise this aim, the objectives of the research were to: 
 Evaluate how expected „value‟ is created when projects are being delivered in Malawi; 
 Identify the dominant structure of ‟supply chains‟ used in the Malawi construction 
industry; 
 Evaluate the impact that a „supply chain structure‟ has on project performance in Malawi; 
 Examine how procurement methods affect how suppliers and subcontractors deliver on 
agreed performance in Malawi, and 
 Propose mechanisms that will enhance created project value in Malawi. 
1.5 Assumptions 
 Clients demand effective and efficient project delivery in Malawi; 
 There are mechanisms in place for proper project implementation; 
 Construction regulations and legislation are in place to favour optimum project delivery, 
and 
 Multiple parties are involved in the creation of project value in the construction industry. 
1.6 The rationale for the study 
Malawi is rated as one of the poorest countries in the world with a per capita income of $404 
(GOM, 2011: 101). The nation requires infrastructure projects in order to uplift the welfare of 
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its people so as to access the basic amenities of schools, hospitals, and markets. GOM (2006: 
53), through the Malawi Growth and Development Strategy (MGDS), acknowledges the poor 
state and inadequacy of Malawi‟s infrastructure. This is attributable to a weak transport 
infrastructure in terms of network and condition, the high cost of transportation resulting in 
an increased cost of goods and services, and unreliable and expensive utilities such as water, 
electricity and telecommunications. The aforementioned are further compounded by 
Malawi‟s landlocked status, which is a major disadvantage to businesses as it increases the 
cost to importers and exporters relative to regional competitors. 
In order to alleviate this problem, Malawi has included infrastructure development as one of 
the priorities in the MGDS (GOM, 2006: 53). In order to realise value for such infrastructure 
projects, there is a need to manage the supply chain. Doing this should eliminate 
inefficiencies within the industry while stakeholders are accessing value from the projects in 
which they have invested. Understanding the construction value chain will assist the client 
and other stakeholders to identify weaknesses within a project network with a view to 
addressing inefficiency that will marginalise the realisation of project goals. 
Most published research on relationships between value creation, SCM and procurement 
strategies has concentrated on developed countries or emerging economies  such as South 
Africa, Nigeria, and Ghana. However, the situation is different in least developed countries 
such as Malawi, whose economies are too small to support some of the proposed approaches 
needed to improve the construction industry. Thus, in terms of understanding what type of 
supply chains can effectively work in least developed countries, the „one size fit all‟ 
syndrome is not ideal in such situations. This research therefore aims to bridge the gap in 
knowledge between what research has been conducted and published in developed and 
developing countries to how least developed countries manage their supply chains and their 
inability to create the expected value in the construction industry. 
1.7  Scope of the study 
The following delimitations apply to the study: 
 Interviews were conducted with public sector clients involved in procurement of 
infrastructure projects; 
 Interviews were conducted with general building and civil engineering contractors who 
are registered with the National Construction Industry Council (NCIC) in the Mk100 
million, Mk 200 million, Mk 500 million, Mk 1 billion, and unlimited categories; 
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 Interviews were conducted with specialist and electrical contractors who are registered 
with the NCIC in various categories; 
 Interviews were conducted with general suppliers involved in supplying construction 
materials and equipment, and  
 All those involved in the study have been involved in public works construction and 
maintenance. 
1.8 Structure of the dissertation 
This dissertation is presented in six chapters as indicated in Figure 1.1. The first chapter 
presents the background of the study, and proceeds with a literature review in Chapter 2. 
Chapter 2 provides an overview of the construction industry in Malawi, the concept of value 
in construction, construction supply chain management, and procurement in construction. 
Chapter 3 provides the conceptual framework of the study. Chapter 4 addresses the research 
methodological issues, chapter 5 presents the research findings, and chapter 6 presents the 
conclusions and recommendations that emerged from the study. 
BACKGROUND OF THE 
STUDY
(CHAPTER 1)
REVIEW OF RELATED 
LITERATURE
(CHAPTER 2)
CONCEPTUAL 
FRAMEWORK
(CHAPTER 3)
CONCLUSIONS & 
RECOMMENDATIONS
(CHAPTER 6)
THE FINDINGS
(CHAPTER 5)
THE RESEARCH
(CHAPTER 4)
 
Figure1.1: Structure of the dissertation 
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CHAPTER TWO: REVIEW OF RELATED LITERATURE 
2.0 Introduction 
This chapter provides an overview of the construction industry in Malawi, its regulatory 
framework, the procurement procedures and systems, the challenges the industry is facing 
and also provides examples of projects which are performing poorly. The chapter then 
provides an overview of value in the construction industry, how that value is created, what 
constitutes non value-adding activities, and the impact of such non-value adding activities. 
This is followed by an overview of SCM in construction, the structure and management of 
supply chains, the influence of supply chains in value creation in the construction business 
and on project value, and the challenges faced by construction supply chain management. 
Finally, the chapter provides an overview of construction procurement, the strategies adopted 
in construction procurement, the impact of procurement strategies in project delivery and the 
relationships of procurement systems and SCM.  
2.1 The construction industry in Malawi 
The construction industry in Malawi is regulated by the NCIC. The NCIC was created in 
terms of an Act of Parliament (The National Construction Industry Act, No. 19 of 1996). The 
NCIC is specifically mandated to build capacity in the Malawian construction industry. The 
NCIC is now fully privately funded, receiving its income from registration fees of 
contractors, consultants, charges from training courses, and a levy from all contracts awarded 
in Malawi. Other institutions responsible for construction in Malawi include the Malawi 
Board of Engineers, the Architects and Quantity Surveyors Board and the Office of the 
Director of Public Procurement. 
National Construction Industry Council (NCIC) of Malawi 
The National Construction Industry Act (1996: 6) empowers the Council to regulate the 
construction industry in Malawi, the main provisions in the Act include: promoting and 
developing the construction industry; facilitating access to resources by Malawian firms; 
promoting liaison with other bodies locally and internationally; promoting research and 
development in usage of local materials; promoting health and safety (H&S) standards in the 
industry; prescribing and varying categories for registration in the construction industry; 
conducting and co-ordinating training; encouraging competition among trades; regulating 
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industry activities; standardising various standards, specifications and processes, and taking 
disciplinary action with respect to any misconduct. 
The Malawi Board of Engineers and the Architects and Quantity Surveyors Board 
The Malawi Board of Engineers was established under an Act of Parliament (Engineers Act, 
No.17 of 1972) to regulate the profession of all engineers practising in Malawi. The Board of 
Engineers is the sole qualifying and registering authority for engineering professions in 
Malawi. Similarly, the Architects and Quantity Surveyors Board was established under an 
Act of Parliament (Architects and Quantity Surveyors Act, No. 29 of 1991) to regulate the 
profession of architects and quantity surveyors in Malawi. The Malawi Board of Engineers 
and the Architects and Quantity Surveyors Board have similar powers. The powers include: 
registering persons qualified to be registered under the Acts; establishing educational 
standards and qualifications for the respective professions in Malawi; approving universities, 
institutions, colleges or schools within or outside Malawi, as approved institutions whose 
training in the respective professions will be acceptable for the purpose of the Acts, and 
exercising disciplinary control over practitioners in the respective profession. 
Challenges faced in the construction industry 
Emuze and Kadangwe (2013: 10) identified the following as the barriers preventing 
successful implementation of road projects in Malawi: 
 Contractors face problems in terms of delayed payments from clients, lack of flexible 
credit facilities to bridge the financial gap created by the delayed payment and lack of 
well trained and skilled human resources for both contractors and consultants; 
 Expected quality standards are not being achieved due to selection of contractors based 
on the „lowest price‟ approach to procurement, which leads to contractors taking shortcuts 
in order to reduce costs, and lack of well trained and skilled human resources; 
 Projects experience major cost increases due to external factors such as: rising costs of 
construction materials; unavailability of foreign exchange, and a high rate of inflation. 
Internal factors include under-estimation of costs of works at project inception, 
incomplete designs at project start up, and scarcity of prescribed construction materials, 
and 
 Poor stakeholder management leading to lack of community ownership due to delayed 
assessment of properties, under-evaluation of properties and delayed payment of agreed 
compensation. 
10 
 
Chilipunde (2010: 83) also identifies major constraints facing Small Medium and Micro 
Enterprises (SMMEs) in Malawi through observation. He contends that SMME contractors 
lack the following: training, especially in financial management; cash flow management 
skills, and information technology skills thus they rarely use construction software. 
Furthermore, contractors experience cash flow problems due to lack of collateral and flexible 
credit facilities. Chilipunde (2010: 83) also mentions that some SMME contractors conduct 
their business in an unethical manner by engaging professionals who are responsible for 
producing and evaluating tender documents, to price their tender documents in secret in 
exchange for money. 
In another study conducted in the Malawian construction industry, Phiri (2010: 132) states 
that the following affect the construction industry: contractors are awarded contracts due to 
corruption and political influence despite their poor performance; policy formulation and 
governance is entrusted with people who lack the requisite expertise, education, and 
experience, and economic limitations have resulted in compromising technical specifications 
resulting in the usage of low cost poor quality materials. 
The Roads Authority (RA) (2010: 10), a Malawi Government public firm responsible for 
road infrastructure development and maintenance, reports the following challenges as the 
barriers that prevent them from effectively implementing its programmes: inadequate funding 
of programmes due to budgetary constraints; inadequate capacity in the construction industry 
in terms of equipment, qualified and experienced engineers and technicians; failure by small 
to medium scale contractors to raise working capital; inadequate support of services by utility 
providers and municipal councils; price escalation; and inadequate institutional capacity of 
implementing entities. 
In a study of corruption and its effects on the development of the Malawian construction 
industry, Chiocha (2009: 143) mentions that public works officials are perceived to rank the 
highest in terms of corruption and then followed by general contractors, professional 
consultants and developers. However, the study determined that bankers and home owners 
are perceived to rank the least in the corruption ladder. 
2.1.1 Public procurement in Malawi 
The Public Procurement Act was enacted as a result of a Procurement and Supply 
Management Reform Programme conducted by the Government of Malawi with its 
development partners, particularly the World Bank in 1996 (NCIC, 2010: 10). The Public 
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Procurement Act (No. 8 of 2003) was enacted to provide principles and procedures in the 
public sector to ensure transparency, fairness and competitiveness of the procurement 
process. The Act realised a fundamental shift from centralised procurement with a network of 
government stores, towards external procurement (NCIC, 2010: 10). The Act also provides 
the legal basis for the Government of Malawi‟s public procurement system. It sets out the 
organisational structure of the procurement system and establishes the basic principles, which 
all procurement rules and procedures must comply with. Key provisions in the Act include: 
 The establishment of the Office of the Director of Public Procurement (ODPP), to 
regulate and monitor public procurement in Malawi and at the same time decentralise 
procurement responsibility to procuring entities; 
 The establishment of internal procurement committees in all procuring entities, to be 
responsible for controlling and approving procurement activities within the procuring 
entity and have a cadre of procurement professionals responsible for procurement 
activities within specialised procurement units; 
 A principle that all public procurement should be conducted through open tendering and 
the definition of five alternative methods of procurement, with strict conditions for use 
and at the same time development of a framework of procurement rules designed to 
achieve fairness, transparency, and value for money in public procurement; 
 A requirement for suppliers to meet qualification criteria, in order to be awarded 
government contracts and the establishment of a mechanism for debarring suppliers for 
misconduct, and 
 The right for bidders to seek administrative review of procurement decisions by procuring 
entities which are in breach of the act and have a requirement that for both bidders and 
public officials to adhere to ethical standards of contract. 
The organisational framework for public procurement is presented in Figure 2.1. 
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Office of the Director of Public Procurement
External IPC Members
Internal Procurement Committee
Procurement Unit End User Department
Procuring entities, 
Controlling Officer 
(Chairperson of IPC)
Approves
Liaises
Nominates
Strengthens
Office of the Director of Public Procurement:
Regulates and monitors public procurement
External IPC members:  
Strengthen IPC‟s when  considering 
procurement requirements above the 
procuring entity‟s threshold
Procuring Entities:
Responsible for managing their 
own procurement
Internal Procurement Committee:
Ensures the procuring entity‟s 
procurement is compliant with the 
Act, through approval of key 
recommendations and documents 
Procurement Unit:
Manages and coordinate all 
aspects of the procurement process
End User Department:
Initiate requirement and provide 
technical support to the 
procurement unit
 
Figure 2.1: Organisational framework for public procurement in Malawi 
Source: Government of Malawi (GOM) (2003: 9) 
The Office of the Director of Public Procurement 
As a regulatory and monitoring body, the ODPP is not involved in conducting procurement 
activities or approving procurement decisions, with the exception of activities that involve its 
own management functions. The Public Procurement Act (2003) provides the following as 
the main functions of the ODPP: 
 Advising government on procurement policy and any changes thereof; 
 Providing regulatory authority that includes issuing standard documents and establishing 
review committees; 
 Monitoring the compliance of procuring entities; 
 Building capacity of procurement professionals and its provisional development, and  
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 Providing information management functions that include conducting research, collecting 
and analysing data on public procurement and providing procurement documents to 
procurement entities. 
The GOM (2003: 10) provides the following as the key functions and roles of various parties 
involved in public procurement. 
 Procuring entities 
These are government bodies that are involved in public procurement; they include 
ministries, departments, statutory bodies, and parastatal organisations. 
 Internal procurement committees 
All procurement entities must have established Internal Procurement Committees (IPCs) that 
will be responsible for ensuring that the entity‟s procurement activities comply with the 
procurement Act. The IPCs have the power to approve or reject any submission, but they 
cannot change the submission. 
 Procurement unit 
Each procuring entity has its own procurement unit that is responsible for all the procurement 
activities of the entity. The Act provides for procurement entities that have a low level of 
procurement activity to share a procurement unit with another procurement entity. 
 End users 
End users are responsible for initiating procurement requirements and preparing technical 
descriptions of their requirements and providing technical inputs, particularly with respect to 
evaluations. The end user may also be assigned responsibility for the day to day 
administration of contracts. Although the procurement process is managed by the 
procurement unit, this will always be done in consultation with the end user to ensure that it 
meets their needs. 
2.1.2 Procurement systems in use in Malawi 
A system may be regarded as a set of interrelated or intervening elements. It is an established 
way of doing things that provides order and a platform for the methodological planning of 
proceedings through processes, procedures and methods (Western Cape Government, 2012: 
1). 
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The Western Cape Government (2012: 1) then describes procurement as the process that 
creates, manages and fulfils contracts, and it commences when needs for goods, services or 
engineering and construction have been identified, and ends when the good are received, the 
services or construction work are completed. It further mentions that procurement processes 
have to be managed and controlled, and governance activities have to be linked to the 
milestones in the procurement process. 
A procurement system comprises not only procurement processes, but also includes rules and 
regulations that govern procedures and methods, procurement documents that comprise terms 
and conditions, procedures and requirements, and finally organisation policies (Western Cape 
Government, 2012: 1). 
The GOM (2003: 11) mentions that individual procurement processes will differ depending 
on the method of tendering such as open tendering, restrictive tendering, two-stage tendering, 
request for proposal, request for quotations or single source procurement, and the type of 
procurement such as goods, works, routine services, or consultancy services. 
However, despite the differences that might exist, all public procurement in Malawi follows 
the same basic process, which is broken down into six stages as shown in Figure 2.2. 
Initiate and plan procurement
Identify sources and draft invitation 
document
Manage the bidding process
Evaluate offers
Award contract
Administer the contract
 Requisition
 Description of requirements
 Methods of procurement planning
 Pre-qualification and expression of interest
 Invitation notices and shortlists
 Bidding, RFP and RFQ documents
 Publication of notices and issue of documents
 Pre-bid conferences and bidder clarifications
 Receipt and opening of tenders
 Evaluation for goods, works and services
 Post-qualification
 Negotiations
 Acceptances notices
 Contract documents and purchase order
 Debriefing unsuccesful contractors
 Contract administration
 Contract amendments
 Contract completion
Stage 1
Stage 2
Stage 3
Stage 4
Stage 5
Stage 6
 
Figure 2.2: Procurement process stages in Malawi 
Source: Government of Malawi (2003: 15) 
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During the procurement process, approvals are required at certain key points of the process. 
These are intended to ensure that procurement activities comply with the Act, regulations and 
desk instructions and that procurement is being conducted in a manner which is fair, 
transparent and likely to achieve value for money. Table 2.1 shows the various approvals 
required during the procurement process. 
Table 2.1: Approvals required during the procurement process in Malawi 
Step  Approval required for Approval body 
Raising a requisition 
Availability of funding 
Budget authorities within the 
procuring entity 
Approval to purchase 
Budget controller within the 
procuring entity 
Selecting a 
procurement method 
Use methods other than open tendering and 
request for proposals ODPP 
Pre-qualification 
Pre-qualification document and invitation to 
pre-qualify notice IPC 
Drafting an invitation 
document 
Bidding, RFP or RFQ document and 
invitation to tender, list of pre-qualified 
bidders or shortlist 
IPC 
Evaluation Evaluation reports and recommendations IPC 
Negotiations Results of negotiations and recommendations IPC 
Contract award 
Contract award decisions, normally approved 
as part of evaluation report or negotiation 
results 
IPC 
Commitment of funds for contract IPC 
Contract documents Contract document IPC 
Contract amendment 
Contract amendment IPC 
Commitment of any additional funds for 
contract amendment 
Commitment control 
authorities within procuring 
entity 
Source: Government of Malawi (2003: 15) 
Apart from the preferred open tendering system widely accepted as the most preferred 
tendering method in Malawi, the ODPP lists the following methods of tendering used in 
public procurement (GOM, 2003: 148): 
 Two stage tendering 
This method is used for goods, works or services, which are difficult to define fully at the 
start of the procurement process and where it would be beneficial to the procuring entity to 
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consider the various solutions available, before refining its requirements. Various approvals 
are required with this procurement method. 
 Single source procurement of low value requirements 
This method is used for concluding a contract for low value requirements, where the time and 
cost conducting competitive procurement proceeding would be disproportionate to the value 
of the requirement. Approvals are required from the ODPP and IPC for this method. 
 Single source procurement from a sole supplier 
This method is used to procure goods, works or services from a single supplier, who is able to 
meet the procuring entity‟s requirements, for technical, legal or capacity reasons. 
 Single source procurement for emergency requirements 
This method of procurement is used where there is an emergency need for goods, works and 
services, and therefore there is insufficient time to use the competitive method of 
procurement. Approval is required from the ODPP from the IPC at various stages. 
 Single source procurement for additional requirements from the same source 
This method of procurement is used for concluding a contract, where additional goods, works 
or services must be procured from the same source as previous items, for reasons of 
standardisation or compatibility. Approval is required from the ODPP from the IPC at various 
stages. 
Procurement process used by Malawi cooperating partners (Donors) 
Table 2.2 shows the procurement process and approvals for consultancy services required by 
the European Union (EU), the African Development Bank (AfDB), and the World Bank 
(WB), who are involved in infrastructure development in Malawi in comparison with the 
requirements of the Malawi government. 
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Table 2.2: Procurement process of consultancy services by donors in Malawi 
Item  Process description Malawi  EU AfDB WB 
1 Expression of Interest (EOI) NA Y Y Y 
2 Evaluation of EOI NA Y Y Y 
3 Approval by donor NA Y Y Y 
4 RFP approval by donor NA Y Y Y 
5 Invite proposals from shortlisted firms (only 6) NA Y Y Y 
6 Invite proposals from interested firms (open) Y N N N 
7 Evaluation of technical proposals Y Y Y Y 
8 Approval by donor NA Y Y Y 
9 
Evaluation of financial proposals and 
compilation of combined evaluation report 
Y Y Y Y 
10 Approval by donor Y Y Y Y 
11 Negotiate contract, prepare draft contract Y Y Y Y 
12 Approval by donor Y Y Y Y 
13 Award contract Y Y Y Y 
Source: Researcher‟s own construction (2013) 
Table 2.3 shows the procurement process required by the same donor agencies for the 
procurement of works contracts, which is also compared to the process used by the Malawi 
government. 
Table 2.3: Procurement process for works contracts by donors in Malawi 
Item  Process description Malawi  EU AfDB WB 
1 Invitation for prequalification NA Y Y Y 
2 Evaluation of prequalification NA Y Y Y 
3 Approval by donor NA Y Y Y 
4 Tender document  approval by donor NA Y Y Y 
5 Invite tenders from those who prequalified NA Y Y Y 
6 Invite tenders from all contractors (open) Y N N N 
7 Evaluation of tenders Y Y Y Y 
8 Approval by donor NA Y Y Y 
9 Negotiate Contract, prepare draft contract Y Y Y Y 
10 Approval by donor Y Y Y Y 
11 Award contract Y Y Y Y 
Source: Researcher‟s own construction (2013) 
Challenges faced in Public Procurement   
The ODPP (2008: 23) mentions that procurement entities in the public sector are facing a 
number of challenges in Malawi, some of the challenges include: capacity problems for 
personnel in the IPC and procurement units due to inadequate training; attitude problems; 
failure to adapt to change; lack of interest in documenting and reporting procurement 
activities, and inadequate equipment such as computers and lack of knowledge in using the 
computers. The ODPP further mentions that procurement entities submit their quarterly 
reports late or fail to submit the reports due insufficient capacity. Furthermore, goods and 
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service providers inflate their prices when dealing with public institutions believing that 
procuring entities will still procure from them without taking prices into consideration. In 
some cases, procuring officers are demanding rewards if they have to buy items from a 
particular supplier.   
2.1.3 Competencies available in the industry 
As a regulator of the construction industry in Malawi, the NCIC registers and certifies 
contractors and consulting firms that can legally carry out construction works in Malawi. All 
contractors, consultants, and construction material manufacturers and suppliers who practice 
in Malawi must be registered with the NCIC, and they pay an annual subscription fee. Table 
2.4 shows the development and registration of various firms by class by the NCIC. The NCIC 
Act (1996) empowers it to collect a 1% levy for any construction contract awarded in 
Malawi. The NCIC registers and classifies the construction industry firms as follows: 
 The building construction contractors- in this group the registration categories available 
are Mk 5 million, Mk 10 million, Mk 30 million, Mk 75 million, Mk 100 million, Mk 200 
million, Mk 500 million, Mk 1 billion, and unlimited category; 
 The civil engineering construction contractors- in this group the registration categories 
available are Mk 5 million, Mk 15 million, Mk 50 million, Mk 100 million, Mk 200 
million, Mk 500 million, Mk 1 billion, and unlimited category; 
 Electrical contractors- in this group the registration categories available are Mk 2.5 
million, Mk 7.5 million, Mk 15 million, Mk 30 million, and unlimited category; 
 Specialist contractors- this group includes contractors involved in bore-hole drilling, 
structural steel fabrication and erection, landscaping, mechanical works, plumbing and 
water-proofing, and glazing. There are no categories in this class, and 
 Consultants- this group includes architects, quantity surveyors, and structural and civil 
engineers, and construction material manufacturers and suppliers. 
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Table 2.4: NCIC registered contractors, consultants and suppliers (2001-2012) 
Year Building 
contractors 
Civil 
engineering 
contractors 
Electrical 
contractors 
Specialist 
contractors 
Consultants Suppliers 
Local Foreign Local Foreign Local Foreign Local Foreign Local Foreign  
2011/12 519 4 564 6 109 4 94 - 62 - N/A 
2010/11  465 4 754 6 114 4 56 - 54 6 4 
2009/10 294 8 671 5 101 1 42 - 34 4 2 
2008/9 460 11 465 7 128 3 45 4 46 4 9 
2007/8 365 9 343 5 88 3 30 2 58 6 11 
2006/7 299 9 282 4 75 2 24 2 41 6 4 
2005/6 503 7 469 4 58 1 38 2 51 6 8 
2004/5 363 6 443 3 39 1 27 2 53 6 7 
2003/4 302 4 389 2 64 1 17 - 50 5 7 
2002/3 197 4 229 2 31 1 15 - 38 9 2 
2001/2 270 2 180 - 37 - 35 - 48 4 3 
Source: Researcher‟s own construction (2013) 
Table 2.4 indicates that the registration of building contractors has grown by 92% in the last 
10 years, civil engineering contractors by 213%, electrical contractors by 194%, and 
specialist contractors by 168%. There has been a minimal growth for consultants, registering 
a growth of 29% over the same period. Manufacturers and suppliers are now registered as 
specialist contractors. In evaluating the competence of the contractors to be upgraded to 
another category, the following criteria are assessed: the financial position of the firm; the 
experience of the firm in the relevant category; the annual volume of work carried out in the 
previous five years; availability, experience and qualification of key supervising personnel 
employed, and plant and equipment owned. 
The Ministry of Transport and Public Infrastructure (MOTPI) (2010: 18) mentions that a 
shortage of supervising staff such as foremen, clerk of works, and plant operators is a major 
problem facing the construction industry in Malawi. This is attributed to a lack of training 
facilities, the cessation of the diploma course in civil engineering at the University of Malawi, 
and the emigration of skilled labour to neighbouring countries who are offering better 
packages than in Malawi. The MOTPI (2010: 18) further mentions that most local contractors 
do not own their own plant and equipment, and rely on hiring from private firms and from the 
government owned Plant and Vehicle Hire Organisations (PVHO). However, according to 
the MOTPI, the PVHO does not have enough plant and equipment to meet the demand of the 
local construction industry. Table 2.5 shows the current status of plant and equipment owned 
by the PVHO. 
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Table 2.5: Serviceable plant and equipment owned by the PVHO 
Item No. 
Motor grader 29 
Tipper 22 
Excavator 4 
Front end loader 8 
Bulldozer 11 
Vibrating roller 5 
Horse for low-loader 2 
Twin cabin pick-up 1 
JCB back-hoe-loader 1 
Transit concrete carriers 3 
Concrete mixer 4 
Screw compressor 4 
Needle vibrator 10 
Concrete cutter 4 
Pedestrian roller 3 
Stand by generator 4 
Source: MOTPI (2010: 18) 
2.1.4 Examples of failed or poorly performing projects in Malawi 
Zomba-Jali-Phalombe-Chitakale Road Project 
The upgrading of the 102km Zomba-Jali-Phalombe-Chitakale road (designated S144); 
involved upgrading the road from an earth to bitumen surface, and construction of 14 new 
reinforced concrete bridges and ancillary drainage structures. The works commenced in 
August 2005, and were originally scheduled to be completed in April 2008. However, the 
works were suspended in December 2008. The reason for suspension of the works was that 
the original contract fund of $58.7 million was exhausted, accompanied by poor contract 
management on the part of the supervising consultant. At the time of suspending the project, 
the works were at various stages of completion; for example some sections had received all 
the 2 layers of the designed double chip seal finishing, other sections received only a single 
layer out of a double chip seal finishing, construction of drainage structures were also at 
various stages of completion, with works on some structures not having commenced.  The 
works on the project resumed in August 2012, and are expected to be completed in June 
2014, under a new supervising consultant (RA, 2013: 4).  
Nkhota-kota Game Reserve road project 
The upgrading of the 30km long Nkhota-Kota Game Reserve road (designated M018) 
commenced in May 2009 and was estimated to be completed in June 2010. The project was 
estimated to connect already upgraded sections of the M018, which were upgraded to 
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bitumen standard in 2004. The contract was officially closed after exhausting an addendum 
which increased the contract sum from $15.9 million to $26.9 million, in August 2012. The 
reason for increasing the contract sum was to cater for the redesign of the horizontal 
alignment, which did not match the existing alignment, and also to cater for the claims, which 
were arising from the delays encountered by the contractor due to shortage of diesel and 
foreign exchange in the country during the implementation of the project. At the time of 
closure of the contract, construction works had only reached base level (RA, 2012: 3). 
2.2 Construction value chain 
2.2.1 Value adding systems in construction projects 
Langford, Martinez and Bititci (2003: 2) mention that the modern school of interpreting value 
was started by Marx in 1886, who was one of the early proponents of the labour theory of 
value. In his classical work entitled „Capital‟, Marx (1886 cited in Langford et al., 2003: 2) 
argued that “value was gained by the application of labour in the production process”, and 
later it was then adapted by engineering in the 1950s and 1960s,  into what is known as value 
analysis and value engineering. The engineering theories perceived value as the maximisation 
of the business efficiency through elimination of waste (Gage, 1969 cited by Langford et al., 
2003: 2). In the middle of 1980, Porter (1985) applied the labour theory in operations by the 
introduction of the value-added activities at the business process level that is each activity of 
the business process adds value to the product (Langford et al., 2003: 2).  
Al-Mudimigh, Zairi and Ahmed (2004: 311) mention that although „value‟ has many 
definitions, the common theme that exists throughout all the definitions is that: customer 
value is linked to the use of product or service, thereby removing it from personal „value‟; 
customer value is perceived by the customers rather than objectively determined by the seller; 
and customer value involves a trade-off between what the customer receives such as quality, 
benefits, worth and what he/she gives up to acquire and use a product or service such as price 
and sacrifices. Al-Mudimigh et al. (2004: 311) mention that several authors have argued that 
the creation of value is managed through supply chains (Houlihan, 1987), value chain (Porter, 
1985) and customer chain (Schonberger, 1990), each of which refers to a series of integrated 
dependent processes through which specifications are transformed to finished deliverables. 
Emphasis is placed on the integration of activities while focusing on increasing value for the 
customer.  
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Male (2002: 28) looks at project value as a system which is perpetual and view what 
constitute value as dependent upon a person‟s role in the construction process. Thus each 
participant has a value system which sees a construction project creating value in the 
corporate sense by adding to the client‟s principal goal. In the system (Male, 2002: 28) firstly 
views value as measured at the level of the strategic business unit, then secondly, the value 
chain is evaluated in a multi value system where each of the stakeholders evaluate value from 
their perspective. Finally, the user value system is where users take over the facility and it 
becomes evaluated from the perspective of fitness for purpose. Figure 2.3 illustrates the value 
systems and value chain in a construction project 
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value
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Figure 2.3 Typical project value systems and value chains 
Source: Male (2002: 29) 
In support of Male‟s  (2002: 29) view of value as a system comprising of client value 
systems, multi value system, and user value system, Wong, Cheung and Chan (2004: 13) 
propose that a construction project could be divided into three distinct value systems, namely 
the strategic value system, tactical value system, and user value system. These systems all 
have different combinations of value chains for different organisations. Wong et al. (2004: 
13) then contend that the strategic value system is concerned with the project to be 
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constructed to meet business or social objectives depending on the type of client. While the 
tactical value system involves the processes at which the client effectively out-sources the 
project to the construction industry in the form of a technical project to meet that need. In this 
phase, alliances of different organisational value chains involved in the project process form a 
holistic value-driven project focussed demand chain working for the benefit of the client. The 
last phase is the operational value system, where the project hands from the construction team 
to the client, ready for use. The operational value generated depends on the satisfaction level 
of end the user on taking over the end product. 
Langford et al. (2003: 11) provide a broader picture of value in a construction project by 
proposing that value should be defined as a system and as a flow. They opine that value 
systems and value flow try to give a new approach to the value definition from the two 
different perspectives, namely „client‟ and „contractor‟. Hence, value flows from suppliers/ 
contractors to clients as well as from clients to contractors. The model developed by 
Langford et al. (2003: 12) (Figure 2.4) shows the left side of the diagram presenting the 
organisation and its environment, while the right side indicated as „value‟ presents values 
from both perspectives. The contractor‟s side is subdivided into two, one column to show the 
„internal organisational environment‟ and the other side shows the „external environment of 
the organisation‟.  
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Figure 2.3: The value systems and value flow 
Source: Langford et al. (2003: 12) 
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In Figure 2.4, the organisation‟s perspective of value is highlighted by the flow of the square 
arrows shown in the inner circle of the diagram. This value stream runs from the organisation 
anticlockwise. Thus, it can be defined that „construction organisation measures value through 
profits that it creates, which is gained from the clients through construction products or 
services applied‟. The value from the client‟s perspective is illustrated by the flow of curved 
arrows shown by the outer cycle, beginning at the client and flowing clockwise. This defines 
value as “value resides in the satisfaction of the client‟s expectations, which is achieved by 
the contractor through fulfilment of the client‟s perception of the benefits provided by the 
building.” 
2.2.2 The concept of ‘value’ in the construction industry 
The concept of value can be defined as the relationship between satisfying an organisation‟s 
many conflicting needs and the resources required to meet these needs. The fewer the amount 
of resources used or the higher the satisfaction and the greater the value (Venkataraman and 
Pinto, 2008: 163). Value in projects can be added in several ways, these include providing 
greater levels of client satisfaction, maintaining acceptable levels of satisfaction while 
lowering resources expenditure, or some combination of the two. It is also possible to 
improve value by simultaneously increasing satisfaction and resources, provided that 
satisfaction increases more than the resources used to achieve it (Venkataraman and Pinto, 
2008: 163). Dallas (2006: 119) further defines value as one of those things that everyone 
understands, but which no two people will describe in the same way as it cannot be touched 
nor can it be easily measured. Early pioneers of value management identified three factors 
influencing value (Dallas, 2006: 119): 
 The utility value that considers whether the product will work effectively and do what it 
was designed to do; 
 The exchange value that considers whether the product can be sold at a profit, and 
 The esteem value that considers the status of the product and whether the user or owner 
wants to portray a corporate image or brand, and how it wants to be perceived by its 
clients about its success.  
Koskela (1992: 38) argues that the design process has two customers; the construction 
process and the client. The value for the client is determined by: how well the implicit and 
explicit requirements have been converted into a design solution; the level of optimisation 
achieved, and the impact of design errors that are discovered during start-up and use. The 
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value of the design for the construction process is determined by the degree to which the 
requirements and constraints of the construction process have been taken into account, and 
the impact of design errors that are detected during construction. Koskela (1992: 38) then 
mentions that the construction process has its own customer, the client. The value of the 
construction to the client is determined by the degree of freedom of defects discovered during 
start-up and use. Therefore, the primary focus in design is thus minimising value loss, 
whereas in construction, it is in minimising waste. 
However, different clients seek different kinds of value (Langford et al., 2003: 14). Some 
clients will see value delivered by the use of a specific procurement route, alternatively the 
technology used to deliver the building will be the essence of the value they receive. 
Different clients‟ requirements will shape different types of construction because the 
contractor may be driven by a value proposition. The value proposition may be defined as 
seeking operational excellence by competing on price and producing appropriate quality 
buildings, or being product leaders by pushing performance boundaries through innovative 
research, and through customer intimacy by focusing upon the satisfaction of the client‟s 
needs through  delivering customised solutions (Langford et al., 2003: 14). 
The value matrix (Table 2.6) developed by Martinez and Bititci (2001) as cited by Langford 
et al. (2003: 14) aims to improve the value propositions by categorising the value 
propositions to new dimensions of „hard value‟ and „soft value‟ dimensions.  
Table 2.6: The value matrix in construction 
Value proposition Hard Soft 
Operational 
excellence 
Price minimisers 
Low Bidders 
Simplifiers 
Simplify life for customers 
(no hassles) 
Innovative leaders Innovators 
Innovators 
Brand Managers 
Reputation Managers 
Client intimacy Technological integrators 
Technological Managers 
Socialisors 
Socialisors 
Source: Langford et al. (2003: 16) 
From Figure 2.6 it can be seen that hard value dimension is focussed on innovations in 
materials and designs, and improvement in productivity or performance on site, or in head 
office. In terms of contracts, soft value dimensions are much more focussed upon the firm‟s 
marketing image, management, and its reputation.  
Langford et al. (2003: 16) further describe the matrix in Table 2.6 as follows: 
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 Price minimisers: This group focuses on product growth and achieving quality standards 
in the most cost-effective and waste-free way. The traditional procurement method is 
used as customers desire for low cost and good quality; 
 Simplifiers: This group focuses on building streamlined processes to make life simple and 
uncomplicated for clients. Normally suited for traditional procurement methods, and the  
turnkey approach would also suit this value proposition; 
 Innovators: This group focuses on providing breakthroughs through continuous 
generation of new designs, features, materials, and techniques. Clients in this group are 
likely to be experienced and able to manage the risks that are presented by innovative 
building designs; 
 Brand managers: This group focuses on expanding the market, reinforcing the solid brand 
image of the product and the firm. Clients recognise these firms that build stylish designs 
by overcoming conservative planning and regulatory regimes. Clients are prepared to 
share risks enabling them to develop a favourable reputation; 
 Technology integrators: This group focuses on tailoring specific solutions for selected 
clients on the basis of a continuous relationship. Usage of partnering contracts is 
synonymous with this value proposition, and 
 Socialisors: This group focuses on building confidence and trust in the client. Clients 
have a preference for interpersonal relationships with members of the construction team 
for long term relationships.  
2.2.3 Mechanism for creating value in construction 
Winch (2010: 5) states that construction projects create value through two fundamental 
inputs, which are capital and human resources. The capital resources include the cost of 
investment, while the human resources transform ideas into reality. The return on capital 
from the process is the profit taken out of the process by participating firms, while the return 
on human resources is the learning that takes place as problems are solved through the project 
life cycle. However, it is worth noting that the effective achievement of these returns on the 
resources deployed in the creation of constructed assets is problematic since construction 
firms have low profitability compared to other sectors, and learning often stays with the 
individual, rather than being captured by the firm (Winch, 2010: 5).  
The European Commission (EC) (2011: 50) states that the construction industry‟s value chain 
is mainly composed of three sectors, namely, the manufacturing of construction materials, the 
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onsite construction and the professional consultancy services. The EC (2011: 68) mentions 
that the manufacturing of construction materials sector has been affected by the global 
financial crisis and is facing considerable competitive challenges with regard to the rising 
costs of energy and absence of a level playing field at the global level. Onsite construction 
has also been affected by the world economic crisis, and that the future competitiveness will 
be influenced by access to a qualified labour force, closer customer and user relations and 
processes, professionalism of the client, access to applied research and development (R&D) 
and technological transfers, new service models to complement actual construction 
retrofitting and renovation activities, modularisation and pre-assembly, co-ordination of 
actors to achieve lean construction and orientation towards future growth markets (EC, 2011: 
56).  
The professional construction subsector is currently not in a position to take full advantage of 
the future changes in markets and client demands, as it is highly fragmented along national 
borders as each country has its‟ own distinct customs, regulations and culture. The existing 
barriers to international trade in services are preventing firms from taking international 
activities in the professional construction subsector (EC 2011: 66).  
An illustration of the construction industry complex value chain is depicted in Figure 2.5 
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Equipment, machines, 
construction, sale, lease
Building materials 
production 
Building material outlets
Knowledge organisations, etc. (e.g. 
Research, Geology, Law, Taxes…..)
Real estate, banks. etc. (evaluation, 
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Concept, design, 
plans, drawings
Project 
management
Operation, 
maintenance
Public 
administration
Construction, finishing trades, technical equipment
  General support         
  and services
Construction     
services
Supply
Execution
 
Figure 2.4: The construction industry value chain 
Source: EU (2011: 51) 
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Walker (2012: 128) mentions that firms deliver value in a variety of ways. The perception of 
the value may be mediated by the preferred strategic stance of the client, or the coordinating 
firm managing the supply chain. Thus value is delivered through: knowledge, competence 
and by developing  an efficient, effective and sustainable project design that provides the 
benefits expected by the client or through the resources required to deliver the outputs to the 
expected five criteria of efficiency, effectiveness, relevance, sustainability, and impact. Value 
is also delivered through providing the required engagement with and commitment to the 
client by dynamically responding not only to „normal‟ turbulences associated with uncertain 
ventures, such as construction projects, but also to other exigencies that may emerge as a 
result of a potentially changing economic and business environment over the life of a project. 
In a study of construction projects in Hong Kong, Wong, Cheng and Chan (2004: 134) 
identified 15 value-creating activities for construction projects as shown in Table 2.5.  
Table 2.7: Effectiveness of value-adding activities to achieve cost-saving 
Value creating activities  
Cost saving Value adding 
Mean  Rank Mean Rank 
Understand client‟s requirements 5.40 1 5.06 2 
Facilitate better time management 5.14 2 4.81 9 
Make prompt decisions and give prompt advise 5.10 3 4.73 10 
Select appropriate procurement method 4.96 4 4.81 8 
Maintain effective and sufficient communication route 4.92 5 5.27 1 
Avoid using complicated designs and construction methods 4.90 6 4.63 14 
Consider operation and maintenance cost before construction 4.80 7 4.88 6 
Competent management 4.76 8 4.94 5 
Ensure effective information flow 4.76 9 4.98 3 
Apply tender pre-qualification 4.47 10 4.96 4 
Apply information technology 4.40 11 4.86 7 
Provide convenience product 4.16 12 4.63 13 
Implement incentive scheme 4.10 13 4.66 12 
Provide training and education 4.06 14 4.72 11 
Implement punishment scheme 3.82 15 3.75 15 
Source: Wong, Cheng and Chan (2004: 134) 
Table 2.7 indicates that maintaining effective and sufficient communication on site, 
understanding the client‟s requirements and ensuring effective information flow are key 
activities in value adding. While, understanding client‟s requirements, facilitating better time 
management, and prompt decision making are the key activities in terms of cost saving. It is 
notable that implementing punishment schemes is ranked last, as Wong et al. (2004: 135) 
argue that by implementing punishment schemes, collaboration among project team members 
is discouraged. Thus, by avoiding punishment, project team members may hesitate to share 
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innovative ideas or alternative construction methods, even if these may generate better values 
of the project. 
Lean construction as a means of adding value in construction 
Mao and Zhang (2008: 371) argue that the introduction of the ‟lean‟ concept in construction 
has met varying levels of success for different projects. They argue that in order to apply lean 
principles in construction as adopted from the manufacturing industry, some changes have to 
be made, due to the uniqueness of the construction industry. Harris, McCaffer and Edum-
Fotwe (2013: 40) further argue that the ‟lean‟ concept places emphasis on producing to 
demand, rather than through batch process. This, they contend is aimed at eliminating all 
defects, while using less input, such as labour, machinery, space, and design time. Thus, the 
main aim of lean design is reducing the number of conversion activities and movement flow 
in making a product. 
Lean construction aims at maximising customer satisfaction through concurrent design of the 
constructed facility and the construction process that delivers these facilities, and through the 
consequent control of each stage in the construction process, thereby differentiating it from 
conventional construction management (Mao and Zhang, 2008: 372). The principal focus of 
lean construction is therefore to reduce waste in the construction process such as inspection, 
transportation, waiting, and motion. Furthermore, lean construction aims to reduce variability 
and irregularity so that material and information can flow in the system without interruption. 
In order to achieve lean in construction, Koskela (1992: 38) recommends that flow aspects in 
construction should not be neglected and argues that the current construction is characterised 
by a significant amount of waste, loss of value, and non-value adding activities. Therefore, 
construction should be viewed as composed of flow processes and that the acute flow 
problems of construction are caused by traditional design, production and organisations 
concepts and the peculiarities of construction.  
Koskela (1992: 38) then mentions that in a construction project there are two main processes, 
the design process and the construction process. The design process refines specifications, 
where vague needs are transformed into requirements, and then via a varying number of 
steps, to detailed designs and at the same time detecting and solving problems. The 
construction process is composed of material process that consist of flow of materials to site 
including processing and assembling on site, and work process which is the temporal and 
spatial flow of construction team on site and is also often closely associated with material 
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process. Harris et al. (2013: 41) then mention that flow processes in construction represent 
tasks such as inspections, waiting, moving and storing, and conversions describe the 
operations performed in adding value to material or information in providing the product. 
Thus, the end result should show reduced proportion of non-value-adding activities, less 
variability in quality, fewer steps, stages and linkages in the flow patterns, quicker production 
cycles, balance in flows, and fewer and better quality suppliers and subcontractors (Harris et 
al., 2013: 41). 
Lean manufacturers improve efficiency by making products only as and when required, 
rather than in bulk to be held in store for a buyer. Thus, the lean concept is familiar in 
construction in many ways. Therefore, for lean construction to be successful, information 
needs to be openly shared, with the processes of design, supply, manufacture and 
construction integrated and limiting the participants to a few trusted partners for competition 
purposes (Harris et al., 2013: 41). Koskela (1992: 65) therefore argues that a number of 
principles for flow process design and improvement have evolved and through the application 
of these principles, efficiency of flow processes can be considerably and rapidly improved. 
These principles include:  
 Reduce the share on non-value adding activities; 
 Increase output value through systematic consideration of customer requirements; 
 Reduce variability; 
 Reduce cycle times; 
 Simplify by minimising the number of steps, parts and linkages; 
 Increase output flexibility; 
 Increase process transparency; 
 Focus control on the complete process; 
 Build continuous improvement into the process; 
 Balance flow improvement with conversion improvement, and 
 Benchmarking. 
Harris et al. (2013: 41) then conclude that while it is difficult to interpret for construction, the 
lean concept, if adopted as a fundamental philosophy, would be visualised through more 
accurate pre-planning, an increased usage of standard components, prefabrication, modular 
systems, integrated IT systems and rigorous attention to resources procurement in supply 
chain networks where the best practices are identified and incorporated, and in having a well-
trained workforce. 
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Risk management as a means of achieving value  
Dallas (2006: 5) argues that it is necessary to entertain risk in order to maximise the benefits / 
value of an organisation. He mentions that risk management has the benefit of enabling 
senior management to embark upon a project in full knowledge that risks will be controlled 
and thereby maximising their rewards. The benefits derived from formal risk management 
include: providing a management structure that can deliver successful outcomes; profiling 
risk and enabling appropriate allocation of risk; risk management done effectively with 
resources allocated to important things; improving confidence that the project will be 
delivered within the constraints of time, cost, and to the required quality; transferring risks 
from one project to another if they form part of a large portfolio and the providing a proper 
and regular reporting mechanism. 
Dallas (2006: 7) then argues that combining value and risk management studies into a single 
integrated process enables the project team to enjoy all the benefits from risk management 
and value management, such integration may deliver benefits that include improved 
communication, faster and informed decisions made on better solutions, providing an audit 
trail for third parties to understand the basis for the decisions made, providing a platform for 
continuous improvement of performance gained from the good records and past experience, 
and the processes are complementary thus enabling each to augment the other. 
Al-Mudimigh et al. (2004: 311) question whether organisations that have in the past found it 
difficult to compete effectively will be able to embrace the modern concepts of value chain 
management (VCM) and invest significantly in information technology. Therefore, 
organisations need to re-engineer their supply chains capability to focus on activities that get 
the chain of raw materials into an operation that runs smoothly and is delivered economically 
to the end user; and at the same time ensuring that the supply chain is extended to provide 
VCM, as SCM is a sub-set of VCM. 
2.2.4 Non-value adding activities in construction projects 
Alwi, Hampson and Mahomed (2002a: 2) mention that the term „non-value adding activity‟ is 
used to differentiate between physical construction waste found on-site, and other waste 
which occurs during the construction process. Thus, waste in construction is not only 
focussed on the quantity of waste materials on-site, but also related to several activities such 
as overproduction, waiting time, material handling, processing, inventories, and movement of 
workers. The main categories of waste during the construction process can be described as 
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rework, defects, material waste, delays, waiting, poor material allocation, unnecessary 
material handling, and material waste (Alwi et al., 2002a: 9). Alwi, Hampson and Mahomed 
(2002b: 22) citing several authors, argue that all those activities that produce cost and take 
time, resources or require storage, but do not add value or progress to the product, can be 
called non-value adding activities or waste. In addition, Koskela (1992: 38) argues that waste 
in the construction process can be created during the design construction processes.  
Gustafsson, Vessby and Rask (2012: 61) cite Josephson and Saukkoriipi (2005) who 
conducted a study in the Swedish construction industry, classified waste into four categories, 
namely defects and control, utilisation of resources, H&S, and systems and structures. In 
terms of defects and control, waste includes both visible and invisible defects, substantial 
costs in inspection, insurance, theft and damages, which waste represents 10% of production 
costs. In terms of resource utilisation waste results from waiting time, idle machines, and 
material spillage, which represents more than 10% of total production costs. In terms of 
H&S, waste is due to job related injuries and sickness. The greatest costs arise from 
rehabilitation and early retirement and accounts for 12% of the total production costs. In 
terms of systems and structures, waste arise from transaction costs and documentation costs 
and represent 5% of the production costs (Gustafsson et al., 2012: 61). 
Senaratne and Wijesiri (2008: 36) synthesise the different categories of waste that were 
identified by various researchers, under „commonly mentioned‟, „occasionally mentioned‟, 
and „unmentioned‟ waste as outlined in Table 2.8.  
Table 2.8: Different categories of waste 
Commonly mentioned waste Occasionally mentioned waste Unmentioned waste 
Waste due to wait periods Over production Pilferage 
Defects Safety costs 
Management time spent 
on fire-fighting 
Excess material Equipment wear and tear  
Waste due to design errors Resting time  
Transport/ Handling time Inventing work  
Activity delays Clarification needs  
Waste due to operations   
Excessive space/ Stock   
Rework   
Source: Senaratne and Wijesiri (2008: 36) 
Most of the waste identified in the study possess a considerable amount of „temporal waste‟ 
and seem to be intangible and invisible. Therefore, this may explain the reason why most 
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construction practitioners do not realise the existence of such waste (Senaratne and Wijesiri, 
2008: 36). 
Alwi et al. (2002a: 8) conducted a comparative study in the Indonesian and Australian 
construction industries to determine the key waste categories (Table 2.9). The significant 
variables are categorised according to frequency (F), effect (E), and weight (W), and indicate 
where the variables are being grouped according to statistical analysis. 
Table 2.9: Key waste categories 
Waste category 
Indonesia Australia 
F E W F E W 
Delays to schedule • • •  •  
Repairs to finishing works •      
Repairs to foundations     •  
Damaged materials on site •  •    
Waiting for instructions    • • • 
Waiting for equipment repairs • •   •  
Waiting for equipment to arrive •      
Equipment frequently breaks down •      
Material does not meet specifications  • •    
Lack of supervision/Non-achievement of quality      •  
Loss of materials on site  • •    
Source: Alwi et al. (2002a: 8) 
According to Table 2.9, waiting for instructions was found to be the most significant variable 
on Australian construction projects, which was attributable to either contractors‟ personnel or 
project participants. The study revealed that the major causes of waiting for instructions 
relates to the low quality of site documentation. On the other hand, in Indonesia, delays to 
schedule were found to be the most significant variable, and the most important variable 
causing delays to schedule were inclement weather, design changes, and slow decision 
making. 
Another study conducted in Sri Lanka by Senaratne and Wijesiri (2008: 40) identified the 
following as the types of flow waste prevalent in the domestic construction industry (Table 
2.10). These types include defects, damaged material, unnecessary material movement, and 
so on. 
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Table 2.10: Types of flow waste 
Type of waste Frequency (%) Mean SD 
Defects 96 4.28 .46 
Damaged material 96 4.20 .50 
Unnecessary material movement 92 4.12 .44 
Unnecessary labour movement 88 4.08 .40 
Rework 88 4.04 .68 
Design errors 88 3.84 .55 
Activity delays 84 4.28 .74 
Waste due to wait periods 80 4.04 .45 
Pilferage 80 3.08 .41 
Clarification needs 76 3.88 .80 
Source: Senaratne and Wijesiri (2008: 40) 
Based upon a mean score of 4.00, Table 2.10 indicates that the various types of waste are 
common in the Sri Lankan construction industry.  
A study conducted in the Indonesian construction industry determined that repair of finished 
work, waiting for materials, delay to schedule, and design changes were the key variables 
causing waste in the industry (Alwi et al., 2002b: 28). The study further revealed that repair 
of finished work was due to lack of skilled personnel, non-conforming materials, and other 
construction work such as structural works and mechanical-electrical works. Waiting for 
materials is a result of late delivery of materials to site, as well as waiting for materials to be 
delivered from storage to other areas on site. Delays to schedule are caused by inclement 
weather, delays in delivering material to site, design changes and slow decision making. 
Finally, design changes are a result of changes made by the consultants to accommodate 
other aspects of work, or by the client to meet changing requirements (Alwi et al., 2002b: 
28). 
The study further revealed that late information, environmental causes, poor management 
control and poor planning are the major causes of flow waste, while defective information 
and unclear information ranked last in terms of causes of flow waste as shown in Table 2.11. 
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Table 2.11: Causes of flow waste 
Causes of waste Frequency (%)  Mean  SD 
Late information 92 4.09 .51 
Environmental causes 92 3.78 .52 
Poor management control 88 4.09 .79 
Poor planning 88 4.13 .69 
Poor quality of resources 88 4.00 .30 
Shortage of resources 84 4.00 .52 
Defective information 76 3.91 .42 
Unclear information 76 3.91 .79 
Senaratne and Wijesiri (2008: 41) 
Senaratne and Wijesiri (2008: 36) also cite Koskela and Leikas (1994) who identified more 
causes of waste such as hierarchical organisation, uncontrolled and rigid processes, 
unrecognised or unmeasured waste, and long and complicated information and materials 
flows. They further cite Alarcon (1995) who identified causes of waste in three sources, 
management, resources, and information. Thus on the whole, flow waste can be incurred in 
various circumstances, from the decision making activities at a strategic level, to the work 
methods at operational level. 
Senaratne and Wijesiri (2008: 36) then conclude by stating that a number of methods and 
techniques such as Just in Time (JIT), Total Quality Management (TQM), Multinational Task 
Group, and Simultaneous Engineering based Management, co-makership, and Kaizen can be 
adopted to attain „Lean‟ as they contribute to lean construction. Kaizen refers to continuous 
improvement involving everyone in the organisation, including both managers and workers. 
Therefore, the principle of building continuous improvement in a lean construction 
environment can be materialised through Kaizen. 
A study in the South African construction industry determined the extent to which non-value 
adding activities‟ variables such as human resources, designers, information and 
documentation, materials/equipment and site operations contribute towards poor project 
performance as shown in Table 2.12 (Emuze, 2011: 129). 
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Table 2.12: Extent to which causes contribute to NVAAs in South Africa 
Cause of NVAA 
Mean 
score 
Rank 
Human resources: 
 Lack of appropriate skilled workers 
 Lack of leadership abilities 
 Poor decision-making abilities 
 Lack of cooperation among workers 
 Scarcity of workers 
 Poor team spirit among workers 
 Low morale among workers 
 Lack of empowerment 
 
3.85 
3.51 
3.45 
3.06 
3.06 
3.02 
2.96 
2.68 
 
1 
2 
3 
4 
5 
6 
7 
8 
Designer (consultants): 
 Repetitive revisions and changes 
 Delay in design approval 
 Poor interaction 
 Bureaucracy 
 Slow response to RFI 
 Design not requested by client 
 Over-design 
 Excessive control and inspections 
 
3.8 
3.73 
3.60 
3.51 
3.46 
3.00 
2.89 
2.65 
 
1 
2 
3 
4 
5 
6 
7 
8 
Information and documentation: 
 Late dissemination of information 
 Incomplete drawings / designs 
 Error in material specifications 
 Unclear designs / details 
 Unrealistic project execution plan 
 Contradictions in design documents 
 Design revisions 
 Poor document control system 
 
3.62 
3.57 
3.49 
3.47 
3.45 
3.36 
3.21 
3.14 
 
1 
2 
3 
4 
5 
6 
7 
8 
Materials/Equipment: 
 Scarcity of materials 
 Error in material specifications 
 Delays in materials transportation 
 Scarcity of equipment 
 Over / Under ordering materials 
 Inappropriate use of materials 
 Poor waste management practices 
 Removal of unspecified material 
 
3.25 
3.19 
3.00 
2.99 
2.94 
2.81 
2.56 
2.48 
 
1 
2 
3 
4 
5 
6 
7 
8 
Site operations: 
 Poor planning of construction 
 Inadequate design information 
 Inappropriate construction methods 
 Accidents due to poor H&S 
 External influence on operations 
 Inadequate material control 
 Poor site layout 
 Inadequate staging / platform 
 
3.67 
3.45 
3.40 
3.22 
3.21 
3.14 
3.06 
3.01 
 
1 
2 
3 
4 
5 
6 
7 
8 
Source: Emuze (2011: 129) 
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2.2.5 Impact of non-value adding activities on construction projects 
Table 2.13 indicates the effects that non-value adding activities are having on project 
outcomes in South Africa (Emuze, 2011: 133).  From the table it is notable that time 
overruns, cost overruns, variations / claims, reduced productivity, and client dissatisfaction 
are the major impact of non-value adding activities on projects. It is also notable that issues 
such as incidents / accidents, and fatigue and damage to the environment rank the lowest in 
terms of non-value adding activities. 
Table 2.13: Frequency of consequences of non-value adding activities 
Practice / Issue 
Mean 
score 
Rank 
Time overruns 
Cost overruns 
Variations / Claims 
Reduced productivity 
Client dissatisfaction 
Non-conformance 
Interruption to activity sequence 
Clashes / Overlapping activities 
Overtime 
Additional resource allocation 
Time space conflict 
Incidents and accidents 
Fatigue 
Damage to the environment 
3.92 
3.63 
3.48 
3.40 
3.34 
3.19 
3.19 
3.18 
3.17 
3.12 
3.07 
2.88 
2.85 
2.75 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
Source: Emuze (2011:133) 
2.2.6 Barriers to achieving expected value on construction projects 
Al-Mudimigh et al. (2004: 317) mention that price pressure, poor communication, and lack of 
VCM leadership, inadequate knowledge / training, corporate philosophical differences, lack 
of trust and technology incompatibility are major challenges to value chain optimisation in 
the construction industry. Male (2002: 35) argues that contractors use intellectual capital to 
provide innovation and ideas in a competitive market and by doing so gain competitive 
advantage. The contractor will also manage risk on behalf of the client during the 
construction process and obtain a reward for that in comparison to a professional fee for 
service. Alwi et al. (2002: 2) argue that there is a lack of knowledge or recognition by 
construction managers of the factors that produce waste. The lack of measurement by 
construction managers of their own performance means that most factors that cause waste are 
not observable. They therefore recommend that the identification of such factors, their 
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causes, and a measurement of their level of importance would provide useful information that 
would allow management to actively reduce their negative influence in advance.  
2.3 Supply chain management in construction (SCM) 
2.3.1 Supply chain management 
For every business transaction there is a supplier and a customer and there are activities, 
facilities and processes linking the supplier to the customer. Similarly, for every task in a 
project there is a customer and a supplier or a group of suppliers. The management process of 
balancing these links to deliver best value to the customer at minimum cost and effort for the 
supplier is supply chain management (SCM) (Basu, 2011: 1). SCM consists of a stable group 
of interacting partners with a mutual interest in improving product quality and process 
efficiency. Unlike the manufacturing industry, the construction industry lacks standardisation, 
thus through the use of standard parts and components, the manufacturing industry has been 
successfully generating greater levels of productivity and quality control (Basu, 2011: 1).  
Swink et al. (2010) cited by Basu (2011: 1) provide a holistic definition of a supply chain, as 
the entire network of the organisation involved in converting raw materials and information 
into products and services, consuming the products and services, and disposing of the 
products and services, including all value-adding activities required to plan, source, make and 
deliver products and services that meet the customer needs. Simchi-Levi, Kaminsky and 
Simchi-Levi (2003: 1) define SCM as a set of approaches utilised to efficiently integrate 
suppliers, manufacturers, warehouses and stores, so that the merchandise is produced and 
distributed at the right quantities, to the right locations, and at the right time, in order to 
minimise system-wide costs while satisfying service level requirements. 
Another definition is that courtesy of the Council of SCM Professionals (2007) cited by Basu 
(2011: 8), which defines SCM as encompassing the planning and management of all activities 
involved in sourcing and procurement, conversion, and all logistics management activities. 
Importantly, it also includes coordination and collaboration with channel partners, which can 
be suppliers, intermediaries, third party service providers, and customers. Pryke (2009: 31) 
citing Christopher (1992: 18) defines SCM as the management of upstream and downstream 
relationships with suppliers and customers to deliver superior customer value at less cost of 
the supply chain as a whole.  
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In addition, Jones and Saad (2003: 242) stress that SCM has shifted the emphasis from 
internal structure to external linkages and processes and it is dependent on the interaction 
between the organisation and its external environment with strong feedback linkages and 
collective learning. The essence of SCM is therefore to integrate supply and demand 
management within and across companies. SCM can be divided into: logistics and supply 
chain strategy; purchasing and supplies management; manufacturing logistics; distribution 
planning and strategy; warehouse planning and operations management; inventory 
management; transport management, and international logistics and international market 
entry strategies (Taylor, 1997 cited by Basu, 2011: 9). 
The flow of information and physical goods from customers and suppliers to the business or 
the conversion centre is termed „inbound logistics‟. Likewise the flow of information, goods 
or services from the conversion centre to the customer constitutes „outbound logistics‟ 
inbound logistics relate to demand and procurement while outbound logistics concern supply 
and service. Demand and supply planning capabilities enable firms to balance inbound and 
outbound logistics and thus maximising return on assets and ensuring a profitable match of 
supply and demand. Inbound and outbound logistics are also described as „upstream „and 
„downstream‟ processes (Basu, 2011: 9). 
Venkataraman and Pinto (2008: 213) argue that for firms to have effective SCM they should 
focus their attention on their customers, by understanding their requirement since their needs 
and expectations are always changing. Firms also need to focus on their suppliers so that they 
are able to provide quality raw materials and components at reasonable cost, hence leading to 
shorter cycle times, reduction in inventory related costs and improvement in end-customer 
service levels. Firms also need to focus on the designs and operations that generate new 
solutions to immensely challenging technical problems and at the same time on operational 
functions that create value in converting raw materials and components into finished 
products. Other areas that have to be focused are the logistics that involve transfer, storage 
and handling of materials within the facility, as well as incoming and outgoing shipments of 
goods and materials, and inventory control. Therefore, it should be noted that inventory 
represents a substantial portion of supply chain costs for many firms. 
In addition, Jones and Saad (2003: 234) mention that the successful implementation of SCM 
is associated with selecting and integrating best suppliers into a rationalised supply base, that 
includes developing long-term, close, stable, win-win and trusting relationships. SCM should 
be aimed at breaking down the barriers between internal departments, business processes, and 
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between firms to improve the management of the interfaces. It must also focus on 
coordinating the supply chain to manage fluctuations in demand and provide more 
predictability, sharing of information, learning and resources that enhance the development of 
the capacities and competences of the whole supply chain. 
The Supply Chain Council (SCC), an independent non-profit organisation, has developed a 
SCM maturity model. The model defines the SCM maturity levels as (Lockamy and 
McComarck, 2004: 274): 
 Level 1 – Ad hoc: This has unstructured and ill-defined supply chains with processes, 
activities and organisational structures that are not based on horizontal processes. It has 
high SCM costs with low customer satisfaction; 
 Level 2 – Defined: This has defined and documented basic SCM processes, with high 
cost and improved customer satisfaction; 
 Level 3 – Linked: This has an established co-operation between departments, vendors; 
and customers. SCM cost begins to decrease and there is a marked improvement in 
customer satisfaction; 
 Level 4 – Integrated: This has firms, vendors and suppliers co-operating on process level, 
with organisation structures based on SCM procedures and application of performance 
measures and management systems. Collaborative forecasting with other members is 
formed and costs are dramatically reduced, and 
 Level 5 – Extended: The competition is based on supply chains. Collaboration between 
firms is on the highest level, multi-firm SCM teams with common processes, goals and 
broad authority are formed. 
Therefore, placing the construction industry within the five process levels described above, 
Pryke (2009: 24) then argues that the UK construction industry has to some extent utilised 
SCM techniques for years where ad-hoc supply chains of subcontractors are assembled and 
disassembled at the end of each project.  This can basically be attributed to the one-off nature 
of construction projects coupled with its discontinuous demand. 
Venkataraman and Pinto (2008: 211) argue that businesses need to manage their supply 
chains, because businesses are now encountering competition that is no longer regional or 
national, but it is global and it is intense. The advancement in information technology and 
transportation has provided customers seeking the best value for their money with the ability 
to buy from any firm anywhere in the world that will provide that value. Businesses should 
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also understand that inventory is a non-value adding asset and is a significant cost element to 
a business. In addition, the chain of organisations involved in producing and delivering a 
product is becoming increasingly complex and is fraught with many inherent uncertainties 
such as inaccurate forecasts, late deliveries, equipment breakdown, and substandard raw 
material quality. Scope creep and resource constraint can also contribute to significant 
schedule and cost overruns for a project organisation. Venkataraman and Pinto (2008: 211) 
recommend usage of supply chain approaches such as partnering, information, and risk 
sharing to be applied in order to reduce the impact of these uncertainties in the supply chain.  
In order to have a successful platform for SCM, Rimmer (2009: 150) recommends that firms 
need to have a consistent strong leadership that has open management structures with less 
command-and-control and less bureaucracy. It is also recommended that firms should be able 
to recognise, respect and involve the people who carry out the work on site with a systematic 
feedback platform for the improvement of ideas from them. Firms must also invest in product 
development, measurement of performance and knowledge sharing. Finally, there must be a 
single point of responsibility for both main contractors and key specialist contractors, with 
appropriate commercial terms for each relationship that have an emphasis on openness, 
collaboration and negotiation. 
Therefore, Jones and Saad (2003: 231) opine that real competition is not between 
organisations, but rather between supply chains. In this way organisations are seeking to 
make the supply chain as a whole, more competitive through the value it adds and the overall 
reduction in costs.  It is contended that the traditional procurement approach seeks to achieve 
cost reduction or profit improvement at the expense of other parties in the supply chain. 
However, they caution that the approach of transferring costs upstream or downstream does 
not add any competitive advantage as all costs are ultimately transferred to the end user 
(Jones and Saad, 2003: 231).  
According to Jones and Saad (2003: 240), a number of barriers have to be overcome for the 
successful implementation of SCM; the barriers are attributable mainly to insufficient internal 
preparedness by the participating organisations. These barriers include: 
 Lack of commitment to SCM; 
 Insufficient understanding of the concept of SCM; 
 Lack of strategic leadership; 
 Lack of understanding of the new model of supply chain competition; 
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 Inappropriate organisational structure; 
 Lack of leverage by a member of the supply chain to effect change and modify behaviour; 
 Unwillingness to adopt win-win thinking; 
 Insufficient allocation of time and resources to build internal and external relationships; 
 Lack of common purpose and transparent and mutually beneficial goals; 
 Resistance to the sharing of information, procedures and processes; 
 Inappropriate distribution of risk; 
 Inappropriate exercise of power, and 
 Lack of commitment to innovation and learning.  
Construction supply chain management 
The analysis of key characteristics of the construction industry indicates that the problems 
facing construction can be categorised into fragmentation, adversarial relationships, and 
project uniqueness, separation of design and construction, and competitive tendering 
(Morledge et al., 2009: 24). The construction industry has long been recognised as having 
problems in its structure, particularly with fragmentation, which results in poor performance. 
Uniqueness, immobility and variety are three distinctive features of construction output that 
flow from fragmentation in construction. These features, it is argued, are factors in the 
tendency of the construction industry towards low productivity, poor value for money, and 
mediocre overall client satisfaction (Latham, 1994 cited by Pryke, 2009: 24). Increased 
fragmentation in the construction industry brings increased transaction volumes at lower 
average values and inevitably higher levels of opportunism, particularly at entry level in the 
industry. Thus, the industry has become less trusting, more self-interested, and adversarial. 
Performance and innovation in construction are significantly hindered by adversarial 
relationships and fragmented processes (Morledge et al., 2009: 24). 
The construction industry is a project based industry. The characteristic of a specific project, 
and hence its degree of uniqueness, is determined by a number of factors. Consequently, the 
assessment of these project features determines the resources needed for a project, and 
selection of the most appropriate supply chains needed to deliver clusters of resources and 
services for the project as a whole. This diversity and uniqueness means that construction 
projects are very often „bespoke‟ as the requirements and specifications of technologies for 
specific clients determine their characteristics. The extent to which the industry separates 
design from production has been the main problem in construction. This is a common 
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practice, despite the deficiencies of traditional procurement and the benefits offered by newer 
and more flexible approaches.  Consequently there have been many calls to bridge this gap by 
creating seamless supply chain whereby the interface between the various phases of the 
project life cycle are integrated with one another. Many countries select construction firms to 
undertake construction projects and price for their works on a competitive basis. This is by 
far the most dominant strategy used for the design-bid-build approach, with the lowest bidder 
winning the work. The competition used in this way serves to drive down prices, but it also 
leads to undesirable outcomes such as production processes that are geared to lowest cost 
rather than to „right first time‟ or „best value‟; bidding processes that encourage opportunism, 
whereby suppliers try to increase profit levels through reduction in quality of materials or 
negotiating disproportionately high rates for variation works, and an inability and 
unwillingness to cooperate in specialist design, innovation, or collaborative problem solving. 
These problems corroborate the earlier assertion of Jones and Saad (2003: 244), which shows 
that the problems facing the construction industry can be categorised into poor relationships, 
insufficient integration of processes, and a lack of customer focus. A number of problems in 
construction‟s supply chain downstream of the main contractor are outlined in Table 2.14. 
Table 2.14: The main problems of construction 
Relationships Processes Customer focus 
Lack of trust leading to conflict Fragmented nature of the 
design process 
Fragmented nature of the 
construction process and poorly 
integrated value chain 
Onerous contract conditions and 
unfair loading of risk 
Inadequate design period Insufficient focus  on internal 
and external customer 
requirements 
Lack of understanding of the 
risks involved and their 
consequences 
Late, and incomplete design 
information lacking specialist 
contractor input  
 
Unfair selection procedures Poor overall planning with 
inadequate lead-in-time 
Insufficient understanding of 
specialist contractor‟s 
requirements 
Unfair payment procedures  Fluctuations in the demand for 
the products and services of 
the project participants 
Unclear statements of 
requirements and ambiguous 
project information and tender 
packages 
Perceived poor status of specialist 
contractors 
Failure to involve specialist 
contractors early enough in 
the process 
 
Failure to communicate with 
specialist contractors and to view 
them as equal project partners 
  
Source: Jones and Saad (2003: 244) 
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Harun and Abdullah (2006: 23) further warn that the construction industry has found itself in 
a new world, where it needs to respond to new opportunities, new geographical locations, and 
new ways of doing business that have emerged globally, and therefore recommend that the 
industry needs unity. At the moment the industry as a whole is fragmented, and client 
organisations of all types are tired of its fragmented and disputatious way of doing business. 
The industry also needs to establish a well-managed and efficient supply chain that has 
greater stability, competence, and professionalism that is now being developed all along the 
supply chain. Furthermore, the industry needs long term partnering agreements between 
construction firms and their clients, which will prove beneficial in the long term. At the same 
time, the industry needs change leaders or innovators, who can take the industry to greater 
heights. 
The Egan Report (1998) as summarised by Potts (2009: 169) was instrumental in the 
introduction of SCM in the construction industry, as it challenged the way the industry was 
conducting its business; the report suggests that: 
 Integrated processes and teams should be introduced as key drivers for change; 
 The industry should organise its works so that it offers customers brand-named products, 
which they can trust to provide reliably good value; 
 The industry should work through long-term relationships using partnership, which aims 
at continuous improvements in performance; 
 Benefits from improved performance should be shared in an openly fair basis so that 
everyone has real motivation to search for better answers; 
 Project teams should include design, manufacturing, and construction skills from day one 
so that all aspects of the processes are properly considered; 
 Decisions should be guided by feedback from the experience of completed projects so 
that the industry is able to produce new answers that provide even better value for the 
customer; 
 Standard products should be used in designs wherever possible, because they are cheaper, 
and in the hands of talented designers, can provide buildings that are aesthetically 
exciting; 
 Continuous improvements in performance should be driven by measured targets, because 
they are more effective than using competitive tenders, and 
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 The industry should end its reliance on formal conditions of contract, because in soundly 
based relationships in which all parties recognise the mutual interdependence, contracts 
add significantly to the cost of projects but add no value to the customer. 
As a result of the Egan Report, major construction clients therefore began to realise that 
partnering provided a threat and an opportunity. The threat is in form of escalating and poor 
performance from service providers, while also offering the opportunity to collaborate and 
integrate within the context of long- term relationships (Pryke, 2009: 3). However, it should 
be noted that the construction design and production processes have some activities that non–
construction manufacturers would recognise immediately. These are standard and semi-
standard components incorporated into a system to provide, for example heating, ventilation, 
lift installations, or perhaps suspended ceilings; those components are delivered to site and 
fixed together to form a system or sub-system within the building. The management of the 
design and supply of standard and semi-standard components, assembled at the final 
assembly place enables the principles found in manufacturing to be fairly applied to these 
parts of the construction scheme. However, the construction team has to deal with an 
additional, slightly less ordered type of process, which might be referred to as site crafted 
work (Pryke, 2009: 3). 
Jones and Saad (2003: 202) state that leading clients in the UK construction industry in an 
attempt to address the adversarial nature of relationships with suppliers of construction 
services began to develop longer term, more collaborative and less contractually 
confrontational relationships with a smaller number of „preferred‟ consultants and contractors 
under the banner of partnering. Thus, it constituted a radical shift from the essentially 
confrontational approaches that had dominated construction for many decades to „win-win‟ 
solutions for the whole construction team. The UK construction industry, with a few 
exceptions, remains characterised by adversarial practices and disjointed supply relationships. 
Commonly, construction clients appear to distrust their main contractors, who in turn 
maintain an arm‟s length relationship with their subcontractors and suppliers. Projects are 
treated as a series of sequential and predominantly separate operations where the individual 
players have very little stake in the long-term success of the resulting building or structure 
and no commitment to it (Briscoe and Dainty, 2005: 319). 
Basu (2011: 6) observes that despite SCM being an essential process within the project 
manager‟s tool kit, its importance in project management is not properly recognised. Due to 
the perception of the one-off and unique nature of a project versus the repetitive nature of 
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operations, the traditional approach of project management has been consciously different 
from that of operations management. The primary objective of SCM and operations 
management is to ensure optimum customer service by balancing cost, time, and quality. 
However, the mind set of project managers appears to exclude the principles and objectives 
of SCM (Ala-Risku and Karkkainen, 2006: 20).  
The misconception between embracing project management techniques with SCM in 
construction  can be evidenced in the 1990s, when some senior staff at British Airports 
Authority (BAA) insisted that project management as a discipline was „dead‟ and that all 
future references would be to SCM (Pryke, 2009: 3). SCM involves intensive management 
activity from a central position within the construction coalition or network, either by the 
clients, or their agents.   
2.3.2 Supply chain structures in construction 
Morledge, Knight and Grada (2009: 36) cite Hoekstra and Romme (1992: 7) who mention 
that the extent to which any supply chain performs its functions depends very much on its 
nature, and the market in which it operates, and provided the following classification of 
supply chains: 
 Make-and-ship-to-stock: Products are manufactured and distributed to stock joints, which 
are spread out and located close to the customer; 
 Make-to-stock: End products are made and held in stock at the end of the production 
process, and from there are sent directly to customers who are scattered geographically; 
 Assemble-to-order: Only systems elements or subsystems are held in stock in the 
manufacturing centre, and the final assembly takes place on the basis of a specific 
customer order; 
 Make-to-order: Only raw materials and components are kept in stock, and each order for 
a customer is a specific project, and 
 Purchase-and-make-to-order: No stocks are kept at all, and purchasing takes place on the 
basis of the specific customer order; furthermore, the whole project is carried out for one 
specific customer. 
Voordijk and Vrijhoef (2003: 841) further elaborate with respect to the two extreme positions 
of the supply chain as purchase-and–make–to-order supply chain structure, in which the 
product is configured from the outset that is from raw materials. In this supply chain, all 
businesses are agile, and all respond to changing customer requirements. This supply chain 
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works well, as long as the customer is willing to accept long lead-times. The second is the 
make-and-ship-to-stock supply chain structure, in which a standard product is provided from 
a defined range. Although, lead times are short, the danger of obsolescence has to be 
considered. The construction industry has been associated with make-to-order supply chains 
(Vrijhoef and Koskela, 2000: 171). Typically, a make-to-order construction delivery process 
begins with the customer, through the entire supply chain, from initiation to handover, back 
to the customer. In contrast to most manufacturing supply chains, a construction make-to-
order supply chain is converging to the construction site where the one-off final product is 
assembled (Voordijk and Vrijhoef, 2003: 842). Converging supply chains possess the 
following characteristics (Luhtlala et al., 1994 cited by Voordijk and Vrijhoef, 2003: 842): 
 Types of business: project deliveries; 
 Production: make-to-order; 
 Control: pull; 
 Products: investment goods; 
 Customer focus: single customer; 
 Cost saving potential: project management, and 
 Production objectives: quality, punctuality, delivery time. 
However, Luhtlala et al. (1994) cited by Voordijk and Vrijhoef (2003: 842) argue that pure 
converging supply chains occur in one-of-kind production and in project delivery business, 
such as construction. In addition, the competence in made-to-order supply chains is merely 
based on technical know-how, and managerial issues like information exchange and co-
operation between units in supply chains. 
2.3.3 Managing supply chains in construction 
Vrijhoef and Koskela (2000: 171) characterise the construction supply chain as being a 
converging supply chain that directs all materials to the construction site where the object is 
assembled from incoming materials. Thus, the „construction factory‟ is set up around a single 
product, in contrast to manufacturing systems where multiple products pass through the 
factory. The construction industry is also a temporary supply chain producing a one-off 
construction project through repeated reconfiguration of project organisations. As a result, the 
construction supply chain is typified by instability, fragmentation, and especially by the 
separation between the design and the construction of the built environment. In addition, the 
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industry is a typical make-to-order supply chain, with every project creating a new project or 
prototype with little repetition. 
According to Vrijhoef and Koskela (2000: 171), there are four levels for implementing 
construction SCM, depending on whether the focus is on the supply chain to the construction 
site as shown in Figure 2.6.  
Supply chain Construction site
Supply chain Construction site
Supply chain
Construction 
site
                                Construction siteSupply chain
Role 1: focuses on interface between the 
supply chain and the construction site
Role 2: focus on the supply chain
Role 3: Focus on transferring activities from 
the construction site to supply chain
Role 4: Focus on the integral management of 
the supply chain and the construction site
 
Figure 2.5: The four roles of construction supply chains 
Source: Vrijhoef and Koskela (2000: 171) 
Figure 2.6, on the first role, the focus can be on the impact of the supply chain on site 
activities. The goal is to reduce costs and the duration of the site activities. In this case, the 
primary consideration is to ensure dependable material and labour flows to the site to avoid 
disruption to the workflow. On the second role, the focus may be the supply chain itself, with 
the goal of reducing costs, especially those relating to logistics, lead-time and inventory. 
Material and component suppliers may also adopt this focus. On the third role, the focus may 
be on transferring activities from the site to earlier stages of the supply chain. This rationale 
may simply be to avoid the basically inferior conditions on site, or to achieve a wider 
concurrency between activities, which is not possible with construction due to its many 
technical dependencies. The goal again is to reduce the total costs and duration. Suppliers and 
contractors may initiate this focus. Finally, on the fourth role, the focus may be on the 
integrated management and improvement of the supply chain and the site production. Thus, 
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site production is subsumed into SCM. Clients, suppliers or contractors may initiate this 
focus. It should be noted that the roles as identified above are not mutually exclusive, but are 
often used jointly (Vrijhoef and Koskela, 2000: 171).  
Partnering in supply chains 
Partnering involves two or more organisations working together to improve performance. 
Partnering through agreeing mutual objectives is about devising a way of resolving disputes 
and committing to continuous improvement, measuring progress, and sharing gains (Pryke, 
2009: 7). Partnering is defined as a structured sequence of processes initiated at the outset of 
a project that is based on mutual objectives, and which utilises specific tools and techniques 
such as facilitated workshops, a charter, conflict resolution techniques, and continuous 
improvement techniques (Lu and Yan, 2007: 163). 
Erikson (2010: 907) further defines partnering as cooperative governance facilitated through 
various cooperative procurement procedures of which all are not required for a partnering 
label. Nystrom (2005: 475)  states that trust and mutual understanding are the two most 
important components of partnering, and that incentives, team building activities, partner 
selection, openness, facilitation, conflict resolution techniques, and structured meetings are 
other important components that have to be present to some extent. 
Despite some moves towards reform, the UK construction industry developed during the 
latter part of the twentieth century into a low-trust system, in which consultants spent too 
much of their time ensuring that their professional indemnity insurance cover was not 
exposed to unnecessary risk. In addition, the contractors and their subcontractors adopted 
opportunistic behaviour as a means of recovering from unacceptably low tendered profit 
margins in a context of inappropriately allocated project risks (Pryke, 2009: 8). The huge 
growth in outsourcing and more importantly, online access to information via the internet 
have changed the concept of mistrust with suppliers. Firms are realising that achieving world-
class excellence on their own sites is not enough. It is important to raise the standards of 
suppliers as well as learn from them by working in partnership with them (Basu, 2011: 17). 
Barlow et al. (1997) cited by Pryke (2009: 8) suggest that there are three main perspectives 
on partnering within the construction industry, namely: 
 A construction process, as a performance-enhanced tool which draws upon synergy and 
the maximisation of the effectiveness of each participant‟s resources; 
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 A management process, involving strategic planning to improve efficiency in large 
projects, or perhaps a variant of total quality management, and  
 The non-contractual governance of construction projects school; aimed at putting a 
handshake back in doing business, thus implying a move towards trust and informal 
arrangements that is referred to as „keeping the contract in the drawer‟.  
However, there are several gaps in partnering just as in the case of SCM. For example, 
Bresnen (2009: 78) citing Akitonye (2000) mentions that the practice tends to be restricted to 
„first tier‟ suppliers such as the main contractors, rather than extending further down the 
supply chain to subcontractors or suppliers. In addition, Biscoe and Dainty (2005: 325) argue 
that the coordination tends to be limited and dependent on the project management 
techniques and alignment of information technology and communication (ICT) systems, 
rather than involving a deeper integration of systems and processes. Finally, relationships 
between contractors and subcontractors are seldom considered fair or of obvious mutual 
benefit to both parties (Bresnen, 2009: 78). 
A study conducted among 87 construction clients in the Swedish construction industry by 
Erikson, Nilson and Atkin (2008: 334) determined that there are three kinds of barriers 
towards increased cooperation, namely cultural, organisational, and industry. In terms of 
cultural barriers, factors such as conservative culture, adversarial attitudes, short-term 
perceptions, lack of sub-supplier relationship involvement in specifications, and labour 
unions, were identified to be critical barriers. In terms of organisational barriers, factors such 
as the traditional organisation of the construction process, new competence requirements, and 
traditional procurement procedures were considered critical. However, in terms of industry 
barriers, factors such as standard contracts and laws and regulations were not considered to 
be critical.  
Integration in supply chains 
In terms of integrating the supply chain, several strategies can be used. Venkataraman and 
Pinto (2008: 225) outline some of the strategies that can be adopted: 
 The development of „work clusters‟ and application of concurrent engineering principles 
can lead to project supply chain integration, which in turn can improve value, eliminate 
inefficiencies, and reduce project cost; 
 Integration can be achieved through collaboration and standardisation of business 
processes among project supply chain partners. This requires an understanding and 
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management of the differences and interests of all project supply chain members to create 
a common vision and work culture; 
 Accelerating information velocity by building an internet-based supplier network for 
procurement purposes can further facilitate collaboration and integration in project supply 
chains, and 
 Change in traditional thinking and practices by supply chain partners. 
Voordijk and Vrijhoef (2003: 838) observe that higher levels of integration can be achieved if 
inter-firm relationships are facilitated to achieve mutual benefits. Thus, it is crucial to take 
away the ingrained barriers of traditional relationships and the adversarial culture in the 
construction practice, and instead, introduce a change management framework to facilitate 
SCM at an operational level. Bankwall, Bygballe, Dubois and Jahre (2010: 390) argue that 
SCM models developed for other industrial contexts such as the automotive industry are 
problematic to use in the construction industry. The models emphasises integration of 
activities that are subject mainly to sequential interdependencies, while the pattern of 
interdependence is very difficult in construction. The reciprocal interdependencies and need 
for synchronisation of supply chains in relation to construction sites exerts other demands on 
SCM. 
The main implication for practice is that focussing on better planning in order to deal with 
activities that are mainly subject to sequential interdependence, are insufficient in this 
respect. The difficulties in planning for the execution of activities in view of the 
interdependence downstream, affect the conditions of resource utilisation in all other parts of 
the supply chain. Thus a focus on activities and the need for coordination of sequential 
interdependence between them may prevent development of appropriate SCM models and 
efficient supply chain practices in construction (Bankwall et al., 2010: 386). Thus, in order to 
improve the efficiency and effectiveness of the construction supply chain, a fundamental 
change in the management of relationships between clients, contractors, and subcontractors is 
required (Fearne and Fowler, 2006: 287). Nevertheless, developing closer relationships and 
achieving integration of processes are apparently difficult to realise in practice, although 
various partnering arrangements, both formal and informal are increasingly being sought 
(Briscoe and Dainty, 2005: 325). 
Realising supply chain integration has proven to be difficult, for example, Briscoe and Dainty 
(2005: 320) argue that the current state of construction relationships being at arm‟s length and 
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adversarial is a major impediment for close cooperation and integration of activities. 
Furthermore, clients‟ preference of using traditional procurement practices is another 
impediment; hence there is a perceived need to change how construction parties relate to each 
other. However, in spite of the massive focus of SCM, little attention has been paid to 
relationships upstream from the construction site such as between contractors and their 
subcontractors and material suppliers (Bankwall et al., 2010: 386).  
A case study in the UK construction industry of three different client organisations by  
Briscoe and Dainty (2005: 325) revealed that integration was effectively constrained by the 
policies of the client organisation with regard to which parties they choose to interface with 
during a project life cycle and how they approached such relationships. The study further 
revealed that in general there was a preference for less structured or informal partnerships and 
loose alliances that were not moderated or prescribed by formal contractual arrangements. 
Most long-term relationships were formed only with principal contractors, and clients were 
reluctant to fully engage with contractors and suppliers. Thus the main contractors were 
usually left to forge their own relationships with the subcontractors, and at this level there 
appeared to be insufficient trust to allow any formal partnering of an enduring nature. 
Therefore, that had a limiting effect on integration. 
Briscoe and Dainty (2005: 324) mention that some principles need to be satisfied before a 
fully integrated supply chain can be realised. They therefore argue the importance of 
developing an effective communication system throughout the tiers of the supply chain that 
ensures a good and reliable information flow and establishing mechanisms for problem 
resolution. In addition, systems and processes must be developed that concentrate on ensuring 
that all parties have knowledge of the client processes and are ideally able to align their 
systems to those of the client. Finally, collaboration that focuses on co-ordinated working and 
securing the commitments aimed at delivering better value for clients must exist. 
In centrally coordinated supply chains of construction projects, relations between firms are 
maintained for the duration of the project. The aim is not just merely directed towards 
minimising transaction costs, but also towards enhancing the transfer of expertise and 
systematic feedback on planning, design, construction and maintenance between parties and 
ultimately towards striving for joint value maximisation. Therefore, more centralised 
governance in the building supply chain may decrease costs as well as increase value 
(Voordijk and Vrijhoef, 2003: 838).  
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Segestedt and Olafsson (2010: 347) recommend a more integrated supply chain using 
collaborative agreements between contractors, suppliers and clients. The client should be 
regarded as the most significant actor in achieving integration in the supply chain and should 
therefore be the focal point of integration, and client driven integration have been explored in 
the literature (Segestedt and Olafsson, 2010: 347). 
2.3.4 Influence of supply chains on value creation in construction business 
Rimmer (2009: 154) defines value in construction as any characteristic feature or 
performance of a design, building, or a project that is important to the customer. It is the 
design that creates much of the value in construction, and good design responds to 
predetermined values of the customer. Thus, the benefit that Egan (1998) brought to value 
management was to concentrate everyone‟s mind on what was really important to customers 
rather than what was assumed to be important. One of the great weaknesses of the 
construction industry is that too many assumptions are made on behalf of the customer and 
there is a great deal of over-design and over-specification as a result (Rimmer, 2009: 154). 
Effective SCM can deliver value by a value stream methodology or a total SCM approach. 
The value stream highlights the importance of the operations manager being involved in all 
aspects of the process - from the supplier right through to the customer. With the value 
stream approach, functional boundaries are ignored and the operations manager is responsible 
for controlling the whole process, from purchasing of the input goods to the final stage of 
satisfying the customer (Basu, 2011: 16). The value stream approach views key suppliers of 
goods and services as part of the team, sharing information and seeking advice from them. In 
some cases, the supplier may be involved in the day-to-day operations of the organisation, 
and might also be expected to advise and to assist in product development. Therefore, cost no 
longer becomes a key issue, instead of price alone, suppliers are judged by their loyalty and 
ability to deliver goods and services to the required standard and on time. Suppliers then 
become part of the information gathering arm of the organisation. Suppliers are also in a good 
position to offer technical advice regarding new technology and alternative materials (Basu, 
2011: 16). 
The value stream approach in supply chains aligns well with Porter‟s (1985) value chain as 
shown in Figure 2.7. The idea of the value chain is based on the process view of 
organisations, the concept of seeing manufacturing/service organisation as a system made up 
of subsystems, each with inputs, transformation processes, and outputs. 
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Figure 2.6: Porter's generic value chain 
Source: Basu (2011: 16) 
Primary activities 
 Inbound logistics: involving relationships with suppliers, including all the activities 
required to receive, store and disseminate inputs; 
 Operations, all the activities required to transform inputs into outputs in the form of 
products and services; 
 Outbound logistics: all the activities required to collect, store, and distribute the output; 
 Marketing and sales: activities that inform buyers about products and services induce 
buyers to purchase them and facilitate their purchase, and 
 Service: all the activities required to keep the product or service working effectively for 
the buyer after it is sold and delivered. 
Secondary activities 
 Infrastructure: serving the firm‟s needs and ties its various parts together. It consists of 
functions or departments such as accounting, legal, finance, planning, public affairs, 
government relations, quality assurance, and general management; 
 Procurement: the acquisition of inputs or resources for the firm; 
 Human Resources: all activities involved in recruiting, hiring, training, developing, 
compensating, and if necessary, dismissing or laying off personnel, and 
 Technological development: pertaining to the equipment, hardware, software, procedures 
and technical knowledge brought to bear in a firm‟s transformation of inputs to outputs. 
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Basu (2011: 18) argues that it is vital for any organisation or for a major project to be more 
dependent on both local and global outside resources and information, and to work in 
harmony with all stakeholders of the supply chain, including customers and suppliers. Thus, 
there is a need of a holistic value stream approach to a supply chain on a total SCM approach 
in supervising a major project. In addition, Venkataraman and Pinto (2008: 225) observe that 
project organisations and project managers are realising that integrating total supply chain 
when managing projects can potentially reduce project schedule and cost overruns, as well as 
the chances of project failure, the important issues which need to be looked at are trust among 
suppliers, effective inventory management, joint coordination of activities and 
communication among various project participants, accurate, timely, and quality information 
in supply-chain related issues, and security management. 
A total SCM model developed by Basu and Wright (2008) cited by Basu (2011: 22) 
comprises of six building blocks as shown in Figure 2.8. 
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Figure 2.7: Project SCM model 
Source: Basu (2011: 23) 
In Figure 2.8, the blocks include customer focus and stakeholders, resources and time 
management, procurement and supplier focus, supply management, and handover and 
closure. The building blocks are integrated by three cross functional processes in the form of 
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systems and procedures, regular reviews, as well as quality and performance management. 
There are three streams or categories, depending on the affinity of the building blocks: 
 Project planning chain: This relates to the building blocks dealing with project planning 
activities, information flow, focus on customers and stakeholders, resources, time 
management, procurement, and suppliers; 
 Project delivery chain: This relates to the project implementation and closure activities 
and physical flow of materials on site. The building blocks in this stream are supply 
management, building, installation, handover, and closure, and 
 Project integration: These act as the integrators of other building blocks at various stages 
of the project cycle. The building components in this stream are systems and procedures, 
regular reviews as well as quality and performance management. 
However, Rimmer (2009: 154) argue that the normal procurement environment and division 
culture in UK construction has until recently made the application of techniques such as 
TQM and SCM difficult to apply. In particular, the separation of design from construction 
and the insistence on competitive tendering has made the collaboration necessary to use those 
tools impossible to achieve.  
2.3.5 Influence of supply chain on project value creation 
Value drivers in a project supply chain are those strategic factors that significantly add or 
enhance value and provide a distinct competitive advantage to the chain. The client or 
customer who is the final recipient of the completed project is the most important value 
driver (Venkataraman and Pinto, 2008: 217).  Table 2.15 shows typical value drivers. 
Table 2.15: Typical value drivers for a project supply chain 
Value drivers Definition 
Customer The final customer at the end of the project supply chain 
Cost 
The total cost incurred at the end of the project supply 
chain 
Flexibility 
The ability of the project supply chain to quickly recognise 
and respond to changing customer needs 
Time 
Refers to on-time delivery or delivery speed of completed 
projects to the end customer 
Quality  
The ability to deliver a completed project that meets or 
exceeds end customer expectations 
Source: Venkataraman and Pinto (2008: 217) 
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In addition, the following practical steps can be undertaken to add value to a project 
Venkataraman and Pinto (2008: 225): 
 Flow charting the project supply chain processes before the project is initiated;  
 Standardising processes that include methods such as simultaneous designs, concurrent 
engineering, lean manufacturing, mistake proofing, total productivity maintenance, and 
collaborative teamwork to ensure consistency; 
 Controlling process variation; 
 Prequalifying suppliers through supplier certification such as QS-9000 or ISO 9000 
certification; 
 Auditing project supply chain processes and taking correction and preventive actions, and  
 Measuring project supply chain performance using quantifiable performance metrics. 
Venkataraman and Pinto (2008: 220) also mention that TQM and the choice of supply chain 
could increase value in project supply chains. TQM is a holistic approach to continuously 
meeting customer needs, and it aims at a continual increase in customer satisfaction at 
continually lower real cost.  The integration of the project supply chain through TQM is vital 
to complete a project in such a way that the multiple objectives of the customer can be met in 
terms of cost, quality, time, and health and safety. When quality management activities in a 
construction project supply chain are integrated through the application of TQM, general 
contractors, suppliers, and other subcontractors are able to improve their own quality 
performance, and can contribute toward optimising customer value. In the context of a 
project environment, first and foremost, the nature of the project should be clearly delineated- 
whether it is primarily functional or primarily innovative. Then, the next step is to choose the 
right supply chain for the project that will directly contribute to its core competencies and 
provide a distinct competitive advantage.  
Walker (2004: 2) argues that the complexity of the conditions within which the construction 
industry‟s clients exist makes them place increasing demands upon the industry in terms of 
the performance of projects both functionary and aesthetically, the capital and running costs 
and the time required from conception of the project to occupation. In agreement with 
Walker‟s (2004: 2) argument, the EC (2011: ix) observes the following relative to the 
professional construction services in the European Union countries: 
 Costs arising from failures in the construction process are relatively high and represent a 
significant risk for professional construction services; 
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 Clients are now showing significant interest in total solutions, therefore privately owned 
solutions in existing practices are presenting a challenge in professional construction 
services, and  
 There is an increasing in the development and usage of building information modeling 
(BIM) systems to support project management and integration of the entire construction 
process. 
2.3.6 Challenges faced in construction SCM 
According to Jones and Saad (2003: 260), there are substantial difficulties in applying SCM 
in the construction industry. These include short term tendencies, lack of trust, adversarial 
relationships, the transient nature of construction projects, and the significant number of 
irregular clients. There is a lack of involvement of construction specialists in the design 
process, although most of the work involved in construction projects is undertaken by 
specialists, usually employed as subcontractors to the main contractor (Morledge et al., 2009: 
31). This is despite the fact that at design stage, specialists‟ inputs are more beneficial, as 
costs and time parameters are established during design. Thus in the case of traditional 
construction projects, the only management of supply is carried out by the main contractor 
through the subcontracting process (Morledge et al., 2009: 31).  
Jones and Saad (2003: 261) cite the following as the main barriers to implementing SCM in 
construction: 
 80%  of the industry „s clients with their small or infrequent construction programmes 
implying that only 20% of the construction‟s clients have the commitment, knowledge 
and the necessary leverage to adopt network competition; 
 The transient and short-term nature of construction projects, processes, teams, and 
relationships; 
 Present procurement strategies with their emphasis on contracts and price competition; 
 Deeply embedded adversarial relationships and opportunistic behaviour; 
 Fragmented processes; 
 Lack of possible partners with the appropriate collaborative capability; 
 Multiple and hidden goals; 
 Major power imbalances; 
 Lack of contractual and competence trust; 
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 Insufficient resources and time to build relationships, integrate processes, and manage 
logistics within a „one-off‟ project environment; 
 Differences in professional language, culture and procedures, and 
 Lack of experience of innovations such as JIT and TQM. 
Supply chain risks in projects include lack of supplier commitment, poor order control, 
unexpected variations in lead time, critical material damaged in shipment and changes 
induced by suppliers and project members (Basu, 2011: 1). Basu (2011: 16) further observes 
that in some organisations, suppliers are treated with distrust, and the business strategy 
adopted is to shop around and to get the best deal on each occasion. In these types of 
establishments, information is not shared with suppliers. When orders are placed, the supplier 
is not told what the purpose of the order is, and thus is not in a position to offer advice, even 
if they were so inclined, of any products or new technology. With this approach little loyalty 
is shown to any supplier. The supplier is almost treated as an adversary. 
2.4 Construction procurement 
Procurement involves all activities that are vital in acquiring goods or services that will 
enable an organisation to produce the product or complete a project for its customer. The 
procurement portion of the project supply chain is typically long, and it is not uncommon to 
find fifth or sixth-tier suppliers upstream. This is the area where the greatest opportunities for 
cost reduction and enhancing value of the total project supply chain exist (Venkataraman and 
Pinto, 2008: 221). 
The key to future performance of the construction industry supply chain relationship is 
through the adoption of effective procurement strategies. The strategies include supplier 
selection and partnering, e-procurement, and supplier Kaizen. Supplier Kaizen refers to the 
bringing the suppliers to the same level of operations as the parent firm through training and 
improvement projects, to ensure superior performance and nurture the trust that is required 
for a strong partnership (Venkataraman and Pinto, 2008: 221). Projects can probably be 
broadly categorised into those which will be design-led and those which will be production-
led. Design-led projects usually reflect the characteristics of procurement systems where the 
client appoints his own design team, whereas production-led projects enable the constructor 
to take some or all of the design function. Design-led projects have greater capacity for cost 
and time overrun, whereas the potential capacity for design shortcomings may rest with 
production-led systems (Morledge, 2002: 177). 
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2.4.1 Strategies adopted in construction procurement 
The best value for money in a project is intrinsically and strategically linked with the 
procurement route to be adopted. Thus, procurement strategy and contract strategy are not 
tactical choices within projects. They are inherently associated with the management and 
legal framework set up of risks, the delivery of functionality in the design and construction 
stages, and the relationship between cost, quality, and time (Male, 2002: 28). 
When procuring construction projects, transaction constraints in the form of limited time and 
fixed budgets, are the single most important factors considered by clients (Erikson, 2008: 
107). However, earlier experience of the procedure also influences the client‟s decision to 
select a procurement strategy. Previous empirical research has shown that construction clients 
are judgemental, biased, and heavily affected by their own previous experience when 
choosing procurement procedures (Erikson, 2008: 107). Therefore, when selecting an 
appropriate procurement strategy for a project, it is important to assess and set priorities of 
the project objectives and client attitude to risk, and consider possible options, evaluating 
them and selecting the most appropriate strategy (Morledge, 2002: 177).  
A study conducted among Nigerian construction industry practitioners by Babatunde, 
Opawoke and Ujaddughe (2010: 5), revealed that the main factors that are considered when 
selecting the traditional procurement method, include project completion at estimated time, 
project completion at estimated cost, availability of information at project inception, quality 
assurance, minimisation of construction time ,and technical complexity of construction. The 
study further revealed that the factors that are considered in selecting the non-conventional 
procurement method include quality assurance, project completion at estimated time, nature 
of the project, project completion at estimated cost, and minimisation of design and 
construction durations. 
Hawkins and Wells (2006: 236) emphasise the need for greater flexibility in identifying a 
procurement strategy. As the „one size fits all‟ approach creates an inflexible system that is 
not appropriate for all projects. Therefore, a move away from the lowest cost approach is 
envisaged, with greater willingness on the part of donors to allow two stage and targeted 
procurement methods. A more flexible approach by clients and donors could improve the 
delivery of the project and the achievement of social objectives. Swedish construction clients 
seek to establish more cooperative relationships with contractors, yet their procurement 
choices result in the opposite, thus making construction clients prisoners of their own past 
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behaviour, and unconsciously making decisions preserving the competitive relationship they 
wish to escape (Erikson, 2008: 109).  
Factors to consider when developing the strategy for a novel or especially difficult project 
may include the following (Morledge, 2002: 177): 
 External factors outside the control of the project team such as interest rates, inflation, 
changes in the demand for construction affecting tender price levels and legislation;  
 The client‟s knowledge, organisational experience and its operating environment will 
influence the procurement strategy to be adopted and the client‟s role in the procurement 
process; 
 Project characteristics such as size, complexity, and location should be taken into 
consideration;  
 The ability to make changes due to the rapidly changing technology and the cost 
implications of scope changes during construction;  
 Cost factors such as price certainty, impact of inflation, and cost of changes; The timing 
of planned critical activities influencing the project time frame;  
 The complexity of design, which influences construction time, and  
 The required performance of the project should be measured both in terms of its 
resources, to the needs of the client as expressed in the business case and the 
identification of individual quality elements. 
Morledge (2002: 176) developed a checklist to be used in selecting the right procurement 
strategy to be adopted. The checklist parameters are time requirements, design / performance 
requirements, and the cost of the project, finally all the information obtained from the 
parameters is analysed to determine the preferred procurement option. Table 2.16 shows the 
information requirements from the different parameters in the checklist. 
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Table 2.16: Checklist information requirement for procurement strategy 
Checklist Information required for analysis 
Time 
 Specified completion date 
 Reason for completion date 
 Whether required completion date is relatively fast 
 Whether time is seen as the predominant client need 
 The potential financial implication of earlier or later completion 
 What action the client may take if the dates are not achieved 
Design / 
performance 
 Whether the client has clear ideas about his needs 
 Whether the site poses complex design problems 
 Whether the building site is complex 
 Whether the functionality is particularly important 
 Whether the client has long-term view about the cost of the building 
Cost 
 The total maximum spending capacity 
 The construction spending capacity 
 The need for pre-construction cost certainty 
Analysis 
All the information from the above checklist is analysed, based on the 
available responses, alternative procurement strategies are provided  
Source: Morledge (2002: 177) 
Traditional procurement strategy 
Sometimes referred as design-bid-build, the designs under this strategy are completed before 
tenders are invited and the main construction contract is let. Construction costs are fairly 
determined as the contractor assumes responsibility and financial risks for the building works 
while the client takes responsibility and risks for the design team‟s performance. Clients are 
able to influence development of the design to meet their requirements, but the strategy may 
fail if attempts are made to let the works before the designs are complete (Morledge, 2002: 
185). Figure 2.9 shows the traditional procurement method system. 
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Figure 2.8: Traditional procurement system 
Source: Jones and Saad (2003: 66) 
Hawkins and Wells (2006: 236) observe that the most predominant method of procurement in 
developing countries is essentially the traditional method, with the client serving as the 
contracting authority and appointing through competitive bidding, a consultant to design, and 
a contractor to deliver the project. Several procurement methods have proved to be successful 
in developed countries that can be adopted by developing countries in order to deliver the 
project and social objectives. Such strategies include design-build, turnkey, output, and 
performance based contracts, but despite their success, donor countries are reluctant to allow 
developing country clients to adopt the models (Hawkins and Wells, 2006: 236). 
Erikson and Westerberg (2011: 21) argue that traditional procurement focussing on 
competition is suitable for simple and standardised projects with low uncertainty. However, 
most construction projects are not like that, there is a trend towards increased complexity, 
uncertainty, and time pressure in construction projects, which has rendered traditional 
procurement procedures and governance forms obsolete. 
Advantages of traditional procurement method 
Morledge (2002: 185) mentions the following as the advantages of the traditional method of 
procurement: 
 Competitive fairness; 
 Design-led, facilitating high level of quality in design;  
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 Reasonable price certainty at contract award based upon market forces;  
 The strategy is satisfactory in terms of public accountability;  
 The procedure is well known, and 
 Changes are reasonably easy to arrange and value. 
In addition, Jones and Saad (2003: 67) argue that the traditional form of contracting has some 
advantages for clients in that they could exercise direct control over, or intervene at various 
stages of the construction process. Clients can take advice from different sources and, within 
limits, change the design and specifications of the building as construction works proceed. 
Disadvantages of traditional procurement method 
The disadvantages of the traditional procurement method include (Morledge, 2002: 185): 
 Strategy is open to abuse, resulting in less certainty; 
 The overall programme may be longer than other strategies as there is no parallel 
working; 
 There is no buildability input by the contractor, and 
 The strategy can result in the development of adversarial relationships. 
Hawkins and Wells (2006: 236) also mention that despite the method having a long history of 
reliability; it is regarded as inflexible and adversarial, with concerns of excessive focus on 
competition at the expense of other objectives such as development of the economy. 
Furthermore, Jones and Saad (2003: 67) argue that many problems and deficiencies 
associated with the construction industry are said to stem from the traditional construction 
procurement system. For example, the division of the project into separate contracts with 
fragmented decision-making, makes it difficult, if not impossible, to build a unified project 
team of managers, designers, and workers or to provide smooth progress of the project and 
continuity of the work for the participants: 
 Division between contractual obligations and functional roles, which result in some 
agencies involved in the project having powers, but little or no ultimate responsibility; 
 Difficulties predicting tender prices under intense pure competition also generate 
pressures for the contractors to realise profit by maximising claims against clients and 
subcontractors, and 
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 The short tendering periods allowed to specialist and trade subcontractors is a constraint, 
as some specialist subcontractors such as Mechanical & Electrical (M&E) need to sublet 
sections of their work to other specialist contractors. 
The traditional procurement method removes the contractor from the design development 
phase, thus losing management and constructability information. It also invites a 
confrontational approach over disputes arising out of contract variations and what might be 
considered a fair price. This method has led to the development of a claim industry to advice 
contractors on how to claim for extra work and for the client representatives on how to 
counter such claims (Walker and Hampson, 2003: 14). 
Construction management procurement method 
Under this strategy, as shown in Figure 2.10, the client employs the design team and a 
construction manager is engaged as a fee-earning professional to programme and coordinate 
the design and construction activities and improve the buildability of the design.  
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Figure 2.9: Construction management procurement system 
Source: Jones and Saad (2003: 71) 
Construction work is carried out by trade and work packages; the construction manager 
supervises the construction process and coordinates this with the design team. The 
construction manager has no contractual links with the design team or the trade contractors as 
he only provides professional construction expertise without assuming financial risk, and is 
only liable for negligence by failing to perform the role with reasonable skill (Morledge, 
2002: 186). 
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Advantages of the construction management procurement method 
The advantages of construction management may include (Morledge, 2002: 186): 
 The strategy offers time–saving potential for overall project time due to overlapping 
procedures; Buildability potential is inherent;  
 There is a breakdown of traditional adversarial barriers;  
 Parallel working is an inherent feature;  
 There is a clarity of roles, risks, and relationships for all participants;  
 Changes in design can be accommodated later than some other strategies, without paying 
a premium, provided the relevant trade packages have not been let and earlier awarded 
packages are not adversely affected, and 
 The client has direct contracts with trade contractors and pays them directly.  
The management contractor and construction manager are appointed much earlier than is 
possible with the traditional system, allowing their construction knowledge and expertise to 
be placed alongside that of the design team. Decisions regarding the appointment of the 
specialist and trade subcontractors can be made jointly by the designers and the construction 
managers, thus offering more opportunities for their selection on a wider range of 
performance criteria rather than just price (Jones and Saad, 2003: 71). 
Disadvantages of the construction management procurement method 
The disadvantages of construction management may include (Morledge, 2002: 186): 
 Price certainty is not achieved until the last packages have been let; 
 An informed, proactive client is required in order to adopt such a strategy;  
 The client must provide a sound brief;  
 The strategy relies upon the client having a good quality team, and 
 Time and information control is required. 
Clients, particularly the irregular and infrequent users of construction products and services 
consider the increased level of risk they are expected to carry to be unacceptable. These 
approaches have proved to be more appropriate for regular and very experienced construction 
clients (Jones and Saad, 2003: 71). 
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The management contracting procurement method 
With this strategy, the management contractor is engaged by the client to manage the 
building process and is paid a fee as shown in Figure 2.11.  
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Figure 2.10: Management contracting procurement system 
Source: Jones and Saad (2003: 70) 
The management contractor is responsible for all the construction works and has direct 
contractual links with all the works contractors. Thus, he bears all the responsibility for the 
construction works, without actually undertaking the work. The client employs the design 
team, therefore bears the risks of the design team delaying construction for reasons other than 
negligence. Management contracting is a „fast track‟ strategy; all the design work will not be 
complete before the first works contractors start work, although the design necessary for 
those particular packages must be complete (Morledge, 2002: 187). 
Advantages of management contracting procurement method 
The advantages of management contracting may include (Morledge, 2002: 187): 
 Time saving potential in terms of overall project time;  
 Buildability potential; 
 Breaks down traditional adversarial barriers; Parallel working is inherent; 
 It can accommodate changes if packages are already not let out, and 
 Works packages are let competitively. 
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Disadvantages of the management contracting procurement method 
The disadvantages of management contracting may include (Morledge, 2002: 187): 
 The need for a quality brief; 
 Poor certainty of price is offered, and is thus reliant on a quality team, and 
 It may become more of a „post box‟ system in certain circumstances, and reduces 
resistance to works contractors‟ claims. 
The design-build procurement method 
Under this strategy, a single contractor assumes the risk and responsibility for designing and 
building the project, in return for a fixed lump sum, as shown in Figure 2.12.  
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Figure 2.11: Design and Build procurement system 
Source: Jones and Saad (2003: 72) 
This includes a range of options, from a package deal or turnkey, where the client has little 
involvement in the design and development or building procurement process, to develop-and-
construct where the client appoints designers to develop his brief to a level of sophistication 
which will leave the design and build contractor to develop detail or specialist design 
elements (Morledge, 2002: 188). 
Jones and Saad (2003: 72) argue that by using this method, it means that the client‟s total 
financial commitment is known early in the project, provided that the changes are not 
introduced during the course of the works. Competition or negotiation can be used to select 
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the package dealer and its use can open up competition to a wider range of performance 
criteria rather than price alone  
Advantages of the design-build procurement method 
The advantages of design and build may include (Morledge, 2002: 188): 
 The client has only to deal with one firm; 
 Inherent buildability is achieved; 
 Price certainty is obtained before construction starts, provided the client‟s requirements 
are adequately specified and changes are not introduced, and  
 Reduced total project time due to early completion is possible because of overlapping 
activities. 
As the client has direct contact with the design-build contractor, the lines of communication 
are shortened which enables the contractor to respond and adapt more promptly to the client‟s 
needs (Jones and Saad 2003: 72). The design-build method provides for innovative solutions 
that can be tested on the market, and it also results in deriving a cost effective solution and 
combines the expertise of both design and construction professionals (Walker and Hampson, 
2003: 17) 
Disadvantages of design and build procurement Method 
Morledge (2002: 188) mention the following as the main disadvantages of design and build 
procurement method:  
 Relatively fewer firms offer the design-build service so there is less real competition; 
 The client is required to commit himself before the detailed designs are completed; 
 In-house design-build firms are an entity, so compensation for weak parts of the firm is 
not possible; 
 There is no design overview, unless a separate consultant is appointed by the client for 
this purpose; 
 Difficulties can be experienced by clients in preparing an adequate brief; 
 Bids are difficult to compare since each design programme will vary, 
 Design liability is limited by the standard contract, and 
 Client changes to project scope can be expensive. 
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By transferring risk to the contractor, the client loses some control over the project. Changes 
are usually more expensive to introduce after the contract has been let, compared with other 
types of strategy (Morledge, 2002: 188). 
In addition, Walker and Hampson (2003: 17) cite the following as the disadvantages of the 
design-build procurement method: 
 Competitive tendering based on minimal design work or site investigations, but with 
estimates inflated to cover for consequent risks; 
 Life cycle costing receives limited consideration by contractors in pricing, particularly in 
the case of a poor client brief; 
 The quality of the design and construction is related to adequacy of the client brief and 
professionalism of the project team, and  
 Clients are often ill-informed regarding the implications of the design-build approach and 
about the comprehensive brief for the designer and contractor. 
Private finance initiative / public private partnership procurement strategy 
The Chartered Institute of Building (CIOB) (2010: 204) mentions that there are fundamental 
differences in the managing and delivering of private finance initiative (PFI) projects to that 
of more conventional developments. The key area of difference is that they are set up on a 
completely different structure and contractual basis as shown in Figure 2.13.  
Client
Advisors Special purpose Vehicle Banks/ Lenders
Construction Company
Operations & Maintenance 
Compnay
Subcontractors Suppliers Subcontractors Suppliers
 
Figure 2.12: PFI procurement system 
Source: CIOB (2010: 205) 
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This involves additional parties, a substantially different risk matrix and a more complex 
responsibility for the management of risk. In order to allow investment in PFI projects and to 
permit the effective risk transfer to safeguard the private investors, a new type of legal 
company has to be created. Special purpose vehicles (SPV) are established as the main 
contracting companies. The SPVs become not only responsible for the construction of the 
specific project, but to operate the facility for a certain period of time before handing it over 
to government. 
According to Babatunde et al. (2010: 2), PFI is an attempt by government to tap from the 
enormous private resources by way of diversification and enabling the private sector to assist 
government in terms of providing basic social and infrastructural amenities. Babatunde et al. 
(2010: 2) cite the following as the common PPP classifications: 
 Design, Build, Finance and Transfer (DBFT): in this system, the developer develops the 
structures using his own generated finance, and after construction and an agreed period of 
ownership, transfers the whole facility to the government; 
 Build, Operate and Transfer (BOT): this system allows the developer a use of the project 
for a certain period of time before transferring the project to the government; 
 Build, Operate and Own (BOO): in this format the ownership is not transferred; 
 Design, Build, Finance and Operate (DBFO): in this system, the government owns the 
project, but leases it to the consortium; 
 Build, Rent and Transfer (BRT): this system allows for the consortium to obtain payment 
from the government before the actual transfer of the project; 
 Build, Own, Operate, Subsidize and Transfer (BOOST): in this system, government 
provides incentives to users of the completed project in order to make it financially viable 
for the private consortium; 
 Build, Transfer and Own (BTO): this variation relieves the consortium of the insurance 
cost of operation; 
 Build, Own, Operate and Transfer (BOOT): under this variation, the developer is allowed 
full ownership of the completed structure for a specific period of time at the end of which 
he relinquishes his full right to the actual owner, while the building is still in completely 
functional state; 
72 
 
 Renovate Operate and Transfer (ROT): under this variation, the developer renovates an  
existing building, which he is permitted to operate so as to recoup his investment before 
transferring it back to the original owner; 
 Build, Lease and Transfer (BLT): under this variation, the developing firm or consortium 
is allowed to lease the completed facility out and recoup their money before transferring 
the completed facility to the owner at an agreed time, and 
 Investment management and Investment Services (IMIS): this variation allows a 
development firm to complete the construction of the facility while an independent 
investment management firm manages the facility on behalf of both parties for a period of 
occupancy by the developer for the purpose of recouping the capital invested by the 
developer. 
2.4.2 Impact of procurement strategies on project delivery 
In the case of contractor led procurement systems that are focused on design and build, 
including PFI and prime contracting, the contractor offers a one-stop-shop service to a greater 
or lesser extent, and therefore have the potential for increased integration within the project 
value chain, depending on the method of tender as shown in Figure 2.14 
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Figure 2.13: Impact of procurement strategy on project value chain 
Source: Male (2002: 30) 
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On the other hand, Figure 2.14 indicates that profession-led design procurement systems 
involve additional interfaces and provide more opportunities for disruption to the project 
value chain. Under profession-led systems any change by the contractor must have the 
client‟s approval since they are the only party that can sanction that change. The management 
forms of procurement lie somewhere in the middle of the figure and permit increased 
involvement of construction knowledge earlier in the process, but essentially they are 
profession led routes with a consequent increase in the number of interfaces (Male 2002: 33).  
The traditional procurement route, at the bottom of the figure is probably the most disruptive 
to the value chain since single-stage competitive tendering, if adopted occurs at the transition 
point between design value and construction value. Two-stage, tendering, overlaid onto the 
traditional procurement route does, however, have the capability of bringing construction 
expertise into the project earlier (Male, 2002: 34).  
The CIOB (2010: 170) has summarised the different forms of procurement options available, 
with their impact on project delivery as shown in Table 2.17. 
Table 2.17: Characteristics of different procurement options 
 Characteristic Traditional Design -
build 
Management 
contracting 
Construction 
management 
1 
2 
 
3 
4 
 
5 
 
6 
7 
8 
 
9 
 
 
10 
11 
12 
 
13 
14 
15 
 
16 
 
17 
Diversity of responsibility 
Size of market from which costs can be 
tested 
Timing of predicted cost certainty 
Need for early precise definition of client 
requirements 
Availability of independent assistance in 
development of design brief 
Speed of mobilisation 
Flexibility in implementing changes 
Availability of recognised standard 
documentation 
Ability to develop proposals progressively 
with limited and progressive commitment 
Cost-monitoring provision 
Construction expertise input to design 
Management of design production 
programme 
Client influence on trade contractors 
Provision for controlling quality of 
construction materials 
Opportunity for contractor to exploit cash 
flow 
Financial incentive for contractor to 
manage effectively 
Propensity for confrontation 
Moderate 
Moderate 
 
Moderate 
Yes 
 
Yes 
 
Slow 
Reasonable 
Yes 
 
Reasonable 
 
 
Good 
Moderate 
Poor 
 
Limited 
Moderate 
Yes 
 
Strong 
 
High 
Limited 
Limited 
 
Early 
Yes 
 
No 
 
Fast 
Limited 
Yes 
 
Limited 
 
 
Poor 
Good 
Good 
 
None 
Moderate 
Yes 
 
Strong 
 
Moderate 
Large 
Large 
 
Late 
No 
 
Yes 
 
Fast 
Reasonable 
Yes 
 
Reasonable 
 
 
Reasonable 
Good 
Good 
 
Good 
Moderate 
Yes 
 
Weak 
 
Moderate 
Large 
Large 
 
Late 
No 
 
Yes 
 
Fast 
Good 
Limited 
 
Good 
 
 
Good 
Good 
Good 
 
Good 
Good 
No 
 
Minimal 
 
Minimal 
Source: CIOB (2010: 170) 
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The choice of procurement route is an important factor in the successful use of SCM in 
construction projects. In particular, procurement routes which exclude contractors and 
specialist subcontractors from both strategic and detailed design decisions until relatively late 
in the overall process of the design and construction, make the use of SCM difficult or 
ineffective. 
2.4.3 Relationship between procurement systems and SCM 
The structure of construction supply chain largely depends on the procurement systems 
adopted for the particular project. Rimmer (2009: 142-147) gives an outline of the 
procurement systems in relation to supply chain structures in construction as follows. 
Traditional procurement systems 
The management of upstream relationships with clients in traditional forms of contract is 
largely covered by the design team, and in particular the architect. It is common for 
contractors to have little or no contact with the client on a day-to-day basis. The contractor 
has no meaningful upstream relationship with the client, and his downstream relationships 
include the main production suppliers. Therefore, an in-built discontinuity is present in SCM 
terms. The only significant contribution that could be made by the contractor would be to 
offer, where a competitive framework of contract arrangement allows, an experienced supply 
chain that has worked successfully with him on similar types of buildings. The traditional 
form of procurement is a weak platform, on which to add value and reduce cost through 
SCM, which is mostly the reason that SCM is mostly absent from such arrangement 
(Rimmer, 2009: 142). 
Clients who are comfortable with the traditional form of working are usually insistent on 
competitive tendering, leaving few opportunities for negotiation, thus they are generally 
unaware of the huge waste in the traditional competitive process and are sacrificing potential 
improvements for what they mistakenly regard as lowest cost (Rimmer, 2009: 141).  
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Figure 2.15 show the supply chain structure of a traditional procurement system.
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Strings (broken)= represents design relationships, with no contract between the parties, but within which 
legally binding instructions can be given as provided for in a chain contract.  
Figure 2.14: Traditional procurement and SCM relationships 
Source: Rimmer (2009: 141) 
Management contracting 
Figure 2.16 shows the supply chain structure of the management contracting procurement 
system. Although the structure looks similar to traditional procurement, in principle, the 
management contractor has an opportunity to influence upstream relationships with the client, 
particularly at the crucial design phase. Unfortunately, the management contractor has no 
financial interest in the payments to trade and specialist contractors, and based upon 
anecdotal evidence, has not shown much interest in managing the upstream and downstream 
relationships to the client‟s benefit (Rimmer, 2009: 144). 
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legally binding instructions can be given as provided for in a chain contract.  
Figure 2.15: Management contracting and SCM relationships 
Source: Rimmer (2009: 143) 
Management contractors seem to prefer to concentrate on dividing the work into clearly 
defined work packages and on programming issues. Management contracting can therefore 
be described as a cluster of traditional projects with design discontinuity problems and split 
responsibilities, and is managed by a contractor with no direct interest in the financial 
outcome. Management contracting is thus an altogether unsatisfactory platform from which 
to operate SCM successfully (Rimmer, 2009: 144). 
Construction management  
The construction manager acts only in a consultant role and assumes no contracting risk as 
shown in Figure 2.17. The client assumes all the risk, but direct relationships with package 
contractors make the risk manageable, particularly if the client is a high calibre construction 
executive in house. The method provides fertile ground for early improvement of the package 
contractors and thus opportunities are open for SCM techniques to be applied. The initiative 
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for SCM leadership can originate from the client, the construction manager, or the package 
contractors - in this case, involving their own supply chains in the process. However, without 
the client‟s leadership or encouragement, SCM initiatives will be hard to promote. 
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Key
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String (continuous)= represents management relationships, with no contract between parties but within which 
legally binding instructions can be given as provided for in a chain contract
Strings (broken)= represents design relationships, with no contract between the parties, but within which 
legally binding instructions can be given as provided for in a chain contract.  
Figure 2.16: Construction management and SCM relationships 
Source: Rimmer (2009: 145) 
Design and build 
This form of procurement provides one of the strongest platforms from which SCM can 
flourish. A design and build contractor is a party to all the important relationships upstream 
and downstream, and is in the best position to lead the efforts to add value and reduce costs 
as shown in Figure 2.18. Furthermore, when involved in repeat work on similar types of 
building, design-build contractors can promote continuous improvement and knowledge 
transfer from one project to the other. However, the potential for the successful use of SCM is 
reduced when clients have a direct relationship with architects, engineers, and quantity 
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surveyors during the initial stages of a project, involving the contractor later and then 
novating the designers to the contractor. The later this is done in the process, the more 
difficult it becomes to introduce SCM successfully (Rimmer, 2009: 146). 
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Strings (broken)= represents design relationships, with no contract between the parties, but within which 
legally binding instructions can be given as provided for in a chain contract.  
Figure 2.17: Design and build and SCM relationships 
Source: Rimmer (2009:146) 
Clients generally seem to believe that it is necessary to have direct control of design at the 
start, but are less likely to use novation when contractors demonstrate that the design is safe 
in their hands. Contractors have been ostracised from much upstream activity for so long in 
the construction industry that it will take some time before they become single point delivery 
experts with whom clients and designers are happy to work with (Rimmer, 2009: 147). 
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Private finance initiative (PFI) 
The PFI removes the constraints of establishing effective relationships in the supply chain 
and the design discontinuities. Clients adopting this system need only establish performance 
criteria and then the contractors as part of the SPV deliver buildings to match those criteria. 
Contractors have full control of finance and design, and have facilities management (FM) 
within their own team as shown in Figure 2.19. In the long term, when contractors are able to 
work on a series of generically similar projects, the conditions are ideal for establishing 
effective partnering and systematic continuous improvement. PFI facilitates the opportunity 
to apply through-life costing, avoids the waste on unnecessary high maintenance costs and 
deals with sustainability issues in a holistic way (Rimmer, 2009: 148). 
 
 
Figure 2.18: PFI and SCM relationships 
Source: Rimmer (2009: 147) 
 
 
Bank
SPECIAL 
PURPOSE 
VEHICLE
Consulting 
EngineersArchitect
Quantity 
Surveyor
In House 
Project 
Manager
DESIGN-BUILD 
CONTRACTOR
Trade 
Contractors
Specialist 
Contractors
CLIENT
Facilities 
Manager
Key
Bold line= represents direct relationships  between the parties where money changes hands
String (continuous)= represents management relationships, with no contract between parties but within which 
legally binding instructions can be given as provided for in a chain contract
Strings (broken)= represents design relationships, with no contract between the parties, but within which 
legally binding instructions can be given as provided for in a chain contract.
80 
 
Chapter summary 
The chapter has presented an overview of the regulatory framework of the construction 
industry in Malawi. The Malawian construction industry is regulated by the NCIC. All 
contractors, consultants and specialist contractors who participate in the procurement of 
public works must be registered with the NCIC. Procurement of public works is regulated by 
the ODPP, which was also created in terms of an Act of parliament in the form of the Public 
Procurement Act. The chapter has also provided an overview of value in construction, the 
various ways of creating value in construction, and the causes and impact on non-value 
adding activities in construction. Construction SCM has also been explored, the various 
structures of supply chains in construction, and their impact to the construction industry. 
Finally, the chapter has presented an overview of procurement in the construction industry, 
the various strategies involved in the procurement of construction projects, and their impact 
on value creation. 
The next chapter will present the conceptual framework of the research. 
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CHAPTER THREE: CONCEPTUAL FRAMEWORK 
The literature review revealed that the construction industry‟s value chain is rather complex 
as it involves many parties and it is intertwined, unlike in the manufacturing sector. The 
adversarial relationships and fragmentation of the industry is well documented. Attempts 
have been made to address the situation through the application of various principles such as 
integration, partnering, and collaboration, including using alternative procurement methods 
such as private finance initiatives. However, the following questions have yet to be answered 
satisfactorily: 
 Can these principles work everywhere despite the different geographical, and economic 
environments? 
 What obstacles should be overcome to achieve best practices advocated across the world? 
Figure 3.1 illustrates the construction industry‟s value chain model that is described in the 
next sections. 
Client
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Surveyors, Project Manager
General support services
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Financing institutions
Regulatory authority
Construction regulations / 
procurement approvals
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Domestic
Execution
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General Contractor
Specialist sub-
contractors
Nominated and 
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Suppliers
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construction materials
Facility Management
Operations/ 
maintenance
End User
 
Figure 3.1: The construction industry value chain 
Source: Adapted from EU (2011: 57) 
The client 
The client plays a crucial role in the construction value chain. The expected project delivery 
is often influenced by the project brief and the procurement strategy adopted by the client. It 
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has been observed that the client experience always influences the type of procurement 
strategy to be adopted (Erikson 2008: 109). The procurement strategy in turn influences the 
type of supply chain structure during project implementation. The literature has shown that 
certain procurement strategies favour client driven supply chains, while others favour 
contractor driven supply chains. The effectiveness of the value chain should therefore depend 
on the knowledge and expertise of the client in project management, the level of 
communications between various parties in the value chain and the efficiency in meeting all 
contractual obligations (Morledge, 2002: 177). 
The Pre-construction services 
The services involve the appointment of all consultants to be involved in the project. The pre-
construction services also include the concept designs and detailed designs of the proposed 
project. Depending on the procurement strategy adopted, these services may be provided by a 
separate consultancy team appointed by the client, or by the client‟s in-house consultants, or 
by the contractor‟s own consultants. The effectiveness of the value chain in this context 
should depend on the level of risk analysis and management applied, the application of value 
management techniques, including value engineering and value analysis, and the experience 
and expertise of the various consultants involved in the project. 
General support services  
Knowledge organisations related to research, law and taxes have an influence on the 
construction value chain. Changes in this field may lead to positive or negative outcomes in 
the deliverables of the projects. Financial institutions such as banks and insurance firms 
directly influence project management. Bank rates, when obtaining credit facilities will 
determine the total cost of the project, should the client seek funding from lending institutions 
to finance the project. Other players in the construction value chain may also seek short term 
funding from the financial institutions. In addition to this, tender and contractual obligations 
such as bid security, performance bonds and insurances are all obtained from these financial 
institutions. Thus, external factors such as inflation rates, bank rates, taxes, the influence of 
various stakeholders, and the available technical and social information will affect the 
performance of the value chain.  
Regulatory authority 
Different countries have different regulations and laws with regard to managing the 
construction industry. Thus, regulations differ across many geographical divisions. In such 
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situations, the competitiveness of the construction sector depends on the regulations of a 
particular country and collaborating international financiers. For example, some international 
donors prescribe the type of procurement strategy to be adopted in projects they are financing 
(Hawkins and Wells, 2006: 236). Furthermore, procurement within a country may be 
regulated by the country‟s procurement laws if the financing is locally funded by public 
institutions.  Therefore, the roles played by various parties who have regulatory powers in the 
construction industry will have an impact on the construction industry value chain. 
Manufacturers and suppliers 
The manufacturers and suppliers‟ value chain is very complex. It involves extraction and 
processing of raw materials to the specifications required by the construction industry. This 
does not only involve actual materials required for construction purposes, but also the 
manufacturing of construction plant and equipment, the wholesale and distribution of the 
construction materials, plant, and equipment. The suppliers‟ value chain is affected by 
financial constraints that may arise due to delayed payments from their customers, who in 
this case are the contractors who also may not have been paid by their clients. The rising 
costs of raw materials, including high energy costs also affects the competitiveness of the 
supply chain. In land locked countries such as Malawi, transportation costs are rated as one of 
the major challenges facing suppliers. This aspect of the value chain is also affected by cheap 
substitute products, which in turn affects the quality of the finished product. Thus, the value 
created in a project will be influenced by the extent to which specifications in the contract 
have been adhered to (Phiri, 2010: 132).  
The execution phase 
This phase in the value chain has the participation of almost all the players within the 
construction industry value chain, but the key players are the general contractor and the trade 
and specialist subcontractors. Most of the non-value adding activities occur in this phase, 
either due to the factors related to the tasks expected of the general contractor and specialist 
subcontractors. Furthermore, the actions of the professionals and the suppliers, including the 
client and the support services may increase non-value adding activities within the value 
chain.  The extent to which value is added in this phase depends on a number of factors, 
which include: 
 The procurement strategy adopted in relation to the nature of the project; 
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 The capacity, skills, experience and knowledge among various parties in the supply 
structure to fulfil their obligations; 
 The level and usage of ICT within the supply chain; 
 The level of communication within the supply chain structure; 
 The relationships between various parties in the supply chain, and 
 The application of best practices inherent in lean, JIT and TQM during construction. 
Thus, in this phase the extent to which the supply chains are managed will determine the 
outcome of the project in terms of cost, time, and quality that affect the overall customer 
satisfaction levels. 
Facilities management 
The operations in this phase largely depend on the outcome of the execution phase. The 
determining factor in this phase will depend on the level of quality achieved during the 
execution phase. Customer value will be perceived to have been achieved depending on the 
extent to which the facility meets its intended purpose and the cost of maintaining the facility. 
Chapter summary 
This chapter has illustrated the relationships that exists in the construction value chain, and 
highlights some of the principles that are followed in order to have an effective construction 
value chain. The chapter also highlights some of the barriers that may impede the 
performance of the value chain. The next chapter will present the research philosophy, 
approach and strategy. It will also present how data were collected, the criteria for 
admissibility of the data, the research methodology, how data was analysed and the ethical 
issues employed in the study. 
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CHAPTER FOUR: THE RESEARCH METHODOLOGY AND DESIGN 
4.0 Introduction 
Research is a systematic process of collecting, analysing and interpreting information / data 
in order to increase the understanding of phenomena of interest. Formal research can be 
described as research in which understanding of a phenomenon is done intentionally and the 
findings are expected to be communicated to the larger scientific community (Leedy and 
Ormrod, 2010: 2). Thus, the research methodology is the general approach the researcher 
takes in carrying out the research project, to some extent, this approach dictates the particular 
tools the researcher selects (Leedy and Ormrod, 2010: 12). Therefore, this chapter describe 
the methodology that was adopted in conducting this research. 
4.1 Research philosophy 
Research philosophy is the over-arching term that relates to the development of knowledge 
and the nature of that knowledge. Hence, a research philosophy contains important 
assumptions about the way in which the researcher views the world (Saunders, Lewis and 
Thornhill, 2009: 108). The term epistemology is a branch of philosophy that studies the 
nature of knowledge and what constitute acceptable knowledge in the field of study 
(Saunders et al., 2009: 108). Interpretivism is defined as the epistemological position that is 
concerned with understanding the way humans make sense of the world. Interpretivism 
research therefore argues that the social world of business and management is far too 
complex to lend itself to theorising by definite „law‟ in the same way as physical sciences 
(Saunders et al., 2009: 108). 
Positivist epistemology is the opposite of interpretivism epistemology, as it adopts the 
philosophical stance of a natural scientist, it prefers working with an observable social reality 
and that the end product of such research can be law-like generalisations similar to those 
produced by the physical and natural scientists (Remenyi et al,. 1998; as cited by Saunders et 
al., 2009: 107). Interpretivism comes from two intellectual traditions of phenomenology and 
symbolic interactions. Phenomenology is a research philosophy that sees social phenomena 
as socially constructed and is particularly concerned with generating meanings and gaining 
insights into those phenomena (Saunders et al., 2009: 597). While symbolic interactions are 
the social process of interaction and communication with others. Through the process of 
interaction and communication, the individual responds to others and adjusts his or her 
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understanding and behaviour, as the shared sense of order and reality is „negotiated‟ with 
others (Saunders et al., 2009: 601). Therefore, in trying to solve the research problem of ‘the 
inability of the supply chain to create and sustain expected value for clients and end users of 
construction products in Malawi’, the research philosophy, which was adopted is the 
„interpretivism epistemology‟ as advised by Saunders et al. (2009: 108) who argues that the 
social world of business and management is far too complex to lend itself to theorising by 
definite ‟laws‟ in the same way as physical sciences because rich insights into the complex 
world are lost if such complexity is reduced entirely to a series of „law-like‟ generalisations. 
4.2 Research approach 
There are two types of research approach: deductive and inductive approaches. In the case of 
the deductive approach, logic begins with one or more premises. These premises are 
statements or assumptions that the researcher initially takes to be true. Reasoning then 
proceeds logically from the premises towards conclusion that if premises are indeed true, 
must also be true (Leedy and Ormrod, 2010: 32).  While in inductive reasoning, people use 
specific instances or occurrences to draw conclusions about entire classes of objects or 
events. Observing a sample and then drawing conclusions about the population from which 
the sample has been taken (Leedy and Ormrod, 2010: 33). Saunders et al. (2009: 125) argue 
that research approaches are attached to different research philosophies, with the deduction 
owing more to positivism and induction to interpretivism. Table 4.1 shows the differences in 
emphasis between deductive and inductive approaches. 
Table 4.1: Deductive and inductive approaches 
Deductive Inductive 
Scientific principles 
Gaining an understanding of the meaning 
humans attach to events 
Moving from theory to data A close understanding of the research context 
The need to explain causal relationships between 
variables 
The collection of qualitative data 
The collection of quantitative data 
A more flexible structure to permit changes of 
research emphasis as the research progresses 
The application of controls to ensure validity of data 
A realisation that the researcher is part of the 
research process 
The operationalisation of concepts to ensure clarity 
of definition 
Less concern with the need to generalise 
A highly structured approach  
Researcher independence of what is being researched  
The necessity to select samples of sufficient samples 
in order to generalise conclusions 
 
Source: Saunders et al., (2009: 127) 
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This study adopted an exploratory stance in order to answer the research questions. Saunders 
et al. (2009: 127) citing Robson (2002: 59) mentions that an exploratory study is a valuable 
means of finding out what is happening, seeking new insights; to ask questions and to assess 
in a new light. In addition, de Vos, Strydom, Fouché and Delport (2011: 95) mention that 
exploratory research is also used in order to become acquainted with a situation as to 
formulate a problem or develop a hypothesis. The research adopted an inductive approach as 
the data collected was qualitative in nature that needed to answer the research questions. 
4.3 Research strategy 
Leedy and Ormrod (2010: 136) argue that qualitative research studies typically serve one or 
more of the following purposes: description, to reveal the nature of certain situations, 
settings, processes, relationships, systems, or people; interpretation, to enable the researcher 
to gain new insights about a particular phenomenon, develop new concepts or theoretical 
perspectives about the phenomenon, and discover the problems that exist within the 
phenomenon; verification, to allow a researcher to test the validity of certain assumptions, 
claims, theories, or generalisations within real-world contexts: and evaluation to provide a 
means through which a researcher can judge the effectiveness of particular policies, practices, 
or innovations. Therefore, this research adopted most of these approaches. 
Creswell (2013: 70) mentions that there are several strategies employed in qualitative 
research such as ethnography research, grounded theory research, case study research, 
phenomenology research, and narrative research. In ethnography, the researcher studies an 
intact cultural group in a natural setting over a prolonged period of time by collecting 
primarily observable data. The research process is flexible and typically evolves 
contextualisation in response to the lived realities encountered in the field setting. In 
grounded theory, the researcher attempts to derive a general abstract theory of a process, 
action or interaction grounded in the views of the participants in a study. The process 
involves using multiple stages of data collection and the refinement and interrelationship of 
categories of information. In a case study, the researcher explores in depth a programme, an 
event an activity, a process, or more individuals. The case(s) are bounded by time and 
activity, and researchers collect detailed information using a variety of data collection 
procedures over a sustained period of time. In phenomenological research, the researcher 
identifies the „essence‟ of human experiences concerning a phenomenon as described by 
participants in a study. Understanding the lived experiences marks phenomenology as a 
88 
 
philosophy, as well as a method, and the procedure involved in studying a small number of 
subjects through extensive and prolonged engagement to develop patterns and relationships 
of a meaning. Finally, narrative research is a form of inquiry in which the researcher studies 
the lives of individuals and asks one or more individuals to provide stories about their lives 
(Creswell, 2013: 70-97). 
Given that this research was aimed at establishing the relationship between the value chain 
and project success in the Malawian construction industry, and that the perspectives and 
experience of the players in the Malawian construction industry could not be generalised, and 
required identifying the essence of the participants‟ experience in the construction industry, 
phenomenological research was adopted.  
4.4 The Data 
The data for the research consists of primary and secondary data. 
4.4.1 The Primary data 
The primary data consists of information obtained from interviews that were conducted with 
various key people from the construction industry. The interviewees were representatives of 
client organisations, contractors, consultants, and specialist suppliers. Only persons with 
authority and relevant experience in the industry were interviewed, hence enabling the 
researcher to make proper and accurate comparisons.  
4.4.2 Secondary data 
The secondary data were sourced through the review of existing literature in the form of 
journal publications, newspapers, unpublished theses, dissertations, conference papers, and 
the internet. The main source of secondary data was the Nelson Mandela Metropolitan 
University Library and various affiliated databases. 
4.5 Criteria for the admissibility of data 
4.5.1 Primary data 
Primary data were obtained through in-depth semi-structured interviews with various 
participants in the Malawian construction industry. A semi-structured interview approach was 
selected as the choice of collecting the data as this qualitative research. The following criteria 
were used to determine the admissibility of the data for this particular inquiry: 
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 The respondents were selected based on their registration categories with the NCIC; 
 Participants were informed of the research problem before commencement of the 
interview; 
 Each interviewee was provided with a covering letter to read and a confidentiality 
agreement to sign, if they opted to do so; 
 The participants were requested to complete a short questionnaire giving details about 
themselves and their firm, and  
 The interviews conducted were guided by an interview protocol. 
4.5.2 Secondary data 
The main criterion for the selection was relevance to the research questions. The secondary 
data was obtained using the Nelson Mandela Metropolitan University library service by 
searching: EBSCO Host; Sabinet online; Science Direct, and Emerald insight. 
4.6 Research methodology 
4.6.1 Definition of the study population 
The study population refers to the entire group of people, events, or aspects of interest that 
the researcher wishes to investigate. The target population of this research comprised of 142 
general building contractors and 93 civil engineering contractors, all registered in the Mk100 
million, Mk 200 million, Mk 500 million, Mk 1 billion and unlimited categories with the 
NCIC. The population also included 46 consulting firms, 42 specialist suppliers, and 32 
electrical contractors registered with the NCIC. Thus in total, the study population was 355 
firms and 4 client organisations involved in large procurement of infrastructure projects from 
the RA, Malawi Housing Corporation (MHC), the Buildings Department in the Ministry of 
Lands and Housing, and from the Ministry of Education - infrastructure services unit. 
4.6.2 Sampling technique 
Leedy and Ormrod (2010: 205) mention that there are two types of sampling techniques; 
these are probability or representative sampling, and non-probability or judgmental sampling. 
Probability sampling is where the chance or probability of each case being selected is known 
and is usually equal for all cases, while judgmental sampling is where the probability of each 
case being selected from the total population is not known. The purposive sampling method 
was adopted in this research. Saunders et al. (2009: 235) and Creswell (2013: 156) mention 
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that purposive sampling enables the researcher to exercise judgement to select cases that will 
best enable the researcher to answer the research question and meet the objectives.   
4.6.3 Sampling frame and size 
The sample population was made up of general contractors, consultants, specialist suppliers, 
general suppliers, and client organisations. The general contractors, electrical contractors, 
consultants and specialist suppliers were drawn from the NCIC database. The original sample 
consisted of 30 participants, but only 29 participants agreed to take part in the study as shown 
in Table 4.2. The sample distribution was as follows; 14 building and civil engineering 
general contractors, 4 consultants, 3 specialist suppliers, 4 general suppliers, and 4 client 
organisations. All interviewees were male and held different positions within their 
organisations. The participants had different academic qualifications, which ranged from 
diplomas to postgraduate qualifications. 
Table 4.2: Gender, educational level and job titles 
Number Gender Highest Education level Job title 
1 Male Degree Managing Director 
2 Male Post Graduate Degree Managing Director 
3 Male Post Graduate Degree Managing Director 
4 Male Post Graduate Degree Technical Director 
5 Male Diploma Production Manager 
6 Male Diploma Managing Director 
7 Male Post Graduate Degree General Manager 
8 Male Post Graduate Diploma Managing Director 
9 Male Degree Managing Director 
10 Male Degree Quantity Surveyor 
11 Male Degree Projects Manager 
12 Male Degree Contracts Manager 
13 Male Diploma Contracts Manager 
14 Male Diploma Managing Director 
15 Male Degree Managing Partner 
16 Male Degree Director 
17 Male Degree Director 
18 Male Degree Director 
19 Male Diploma Contracts Manager 
20 Male Post Graduate Degree Managing Director 
21 Male Diploma Managing Director 
22 Male Post Graduate Degree Head of Operations 
23 Male Degree General Manager 
24 Male Post Graduate Diploma Managing Director 
25 Male Degree Finance Manager 
26 Male Degree Architect 
27 Male Post Graduate Degree Company Secretary 
28 Male Post Graduate Degree Senior Architect 
29 Male Post Graduate Degree Chief Executive Officer 
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All participants were requested to state their position according to the organisation‟s 
organogram. The results tabulated in Table 4.3 show that 79% of the contractors; all the 
consultants, 67% of the specialist suppliers, 75% of the general suppliers, and 50% of the 
clients occupy executive management positions in their organisations. While the rest are 
either in senior top management, or they are part of their organisation‟s board of directors. 
This suggests that all the participants have a thorough understanding of their organisation‟s 
operations as well as the construction industry as a whole. 
Table 4.3: Level in the organisation management structure 
Category 
Response (%) 
Board of 
Directors 
Executive 
Management 
Senior top 
Management 
Middle  
Management 
General contractor 0.0 79.0 21.0 0.0 
Consultant 0.0 100 0.0 0.0 
Specialist contractor 0.0 67.0 33.0 0.0 
General supplier 25.0 75.0 0.0 0.0 
Client 0.0 50.0 50.0 0.0 
 
All participants were requested to state their general experience in the construction industry 
(Table 4.4). It is notable that 36% of the contractors, 50% of the consultants, 33% of the 
specialist suppliers, and 25% of the clients have in excess of 20 years of experience, while the 
others are in the 15-20 years and 10-15 years ranges. This implies that most of the 
respondents have the relevant experience to understand the dynamics of the construction 
industry in general. 
Table 4.4: Personal experience in the construction industry 
Category 
Response (%) 
1-5 years 5-10 years 10-15 years 15-20 years > 20 years 
General contractor 0.0 7.0 29.0 29.0 36.0 
Consultant 0.0 0.0 50.0 0.0 50.0 
Specialist contractor 0.0 0.0 0.0 67.0 33.0 
General supplier 0.0 25.0 50.0 25.0 0.0 
Client 0.0 25.0 25.0 25.0 25.0 
 
The highest academic qualification of the participants has been disaggregated to show the 
academic qualifications per each category of the study sample as shown in Table 4.5. It is 
notable that most of the participants have a first degree: contractors (36%); consultants 
(100%); general suppliers (50%), and clients (25%). Those with postgraduate qualifications 
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include: general contractors (36%); specialist suppliers (33%); general suppliers (50%), and 
clients (75%). Based on the academic qualifications it can be concluded the respondents are 
well conversant with the industry and fully understand the nature of the study.  
Table 4.5: Academic qualifications 
Category 
Response (%) 
Tradesman Cert/ Dip Degree Post Grad 
General contractor 0.0 29.0 36.0 36.0 
Consultant 0.0 0.0 100 0.0 
Specialist contractor 0.0 67.0 0.0 33.0 
General supplier 0.0 0.0 50.0 50.0 
Client 0.0 0.0 25.0 75.0 
 
Respondents were asked to state their average annual turnover of construction work in 
millions of Malawi kwacha over the last 5 years (Table 4.6). It is notable that 50% of general 
contractors and general suppliers have an annual turnover in excess of Mk 500 million, 36% 
of general contractors and 33.3% of specialist suppliers have a turnover of between Mk 300-
500 million, while the rest are between Mk 50 - Mk 300 million. 
Table 4.6: Annual turnover of construction work in Malawi Kwacha 
Category 
Response (mk) 
50-100m 100-200m 200-300m 300-500m 500m 
General contractor 14.0 0.0 0.0 36.0 50.0 
Consultant 25.0 25.0 50.0 0.0 0.0 
Specialist 
contractor 33.3 0.0 33.3 33.3 
0.0 
General supplier 25.0 25.0 0.0 0.0 50.0 
 
Participants were requested to state the registration category of their firms with the NCIC 
(Table 4.7). It should be noted that this request only applied to general contractors, 
consultants, and specialist suppliers in the construction industry. It is notable that most of the 
construction firms are registered as both building and civil engineering contractors. Few 
contractors were registered as either as a building or civil engineering contractor. It is also 
notable that the majority of the general contractors are in the unlimited category, implying 
they have the requisite knowledge and experience to undertake major projects. 
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Table 4.7: Registration sector and categories 
Number Sector Category 
1 Building & Civil engineering Unlimited (both) 
2 Building & Civil engineering Unlimited (both) 
3 Building & Civil engineering 100 million (B)  & 500 million (C) 
4 Civil 100 million 
5 Civil Unlimited 
6 Civil Unlimited 
7 Building & Civil engineering Unlimited (both) 
8 Building & Civil engineering 1 billion (both) 
9 Building & Civil engineering Unlimited (both) 
10 Building  Unlimited 
11 Building & Civil engineering 100 million (B) & 500 million (C) 
12 Building & Civil engineering Unlimited (both) 
13 Building & Civil engineering 100 million (B) & unlimited (C) 
14 Building & Civil engineering 50 million (B) & 100 million (C) 
15 Consulting engineer Consultant 
16 Consulting engineer Consultant 
17 Consulting architect Consultant 
18 Consulting architect  Consultant  
19 Electrical  Unlimited 
20 Fabrication Specialist 
21 Electrical  30 million 
22 Materials supplier Specialist 
23 Materials supplier Specialist 
24 Materials supplier Specialist 
25 Materials supplier Specialist 
26 Client N/A 
27 Client N/A 
28 Client N/A 
29 Client N/A 
 
4.7 Data analysis 
The data collected was analysed taking Creswell‟s (2003: 191) as well as Hart‟s (1989: 27) 
recommendations for analysing qualitative data into consideration. The interview recordings 
were transcribed verbatim. The transcripts were then organised by breaking them into smaller 
units, in the form of stories, sentences, and individual words. The statements were then 
grouped into categories and then into 8 themes following the interview protocol. The 
interview protocol was crafted to relate to the research questions in the study. The interview 
protocol is shown in Table 4.8. 
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Table 4.8: The interview protocol themes 
Theme No. Theme 
1 Construction markets and procurement methods 
2 Construction standards and specifications 
3 Management of firms and human resource capacity 
4 Value creation in the construction industry 
5 Procurement of project inputs and services  
6 Business financing in the construction industry 
7 Policy and  regulations in the construction industry 
8 Security and social factors in the construction industry 
 
4.8 Ethical issues 
The empirical study considered ethical issues and it followed the general ethical 
recommendations as recorded in Leedy and Ormrod (2010: 101), that is: protection of the 
population from harm; informed consent; right to privacy, and honesty with professional 
colleagues. The researcher sought permission from the relevant authorities to conduct the 
research, and the findings of the research will be used solely for academic purposes that the 
research is meant to serve.  
Chapter summary 
This chapter addressed the study research philosophy, approach, and strategy adopted. The 
chapter also addressed how the primary and secondary data were collected, and the criteria 
for the admissibility of the data. The research methodology in the chapter looked at the study 
population, the sampling technique, the sample frame and size. The chapter also informed 
how the data was analysed and the ethical issues considered in the study. The next chapter 
presents the research findings. 
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CHAPTER FIVE: THE RESEARCH FINDINGS 
5.0 Introduction 
This chapter presents the perceptions of all the interviewees relative to the research study. 
Composite descriptions in relation to the themes as in the interview protocol were developed. 
The responses of the participants vary: some participants were direct and open in their 
responses, while others seemed to be very guarded in their responses. 
5.1 Theme 1: Construction markets and procurement methods 
Participants were asked to mention the type of services they offered, who their main clients 
were, the types and performance of procurement methods they had dealt with in Malawi, the 
performance of the construction market in Malawi, how they market their services, and their 
perception of the characteristics of small and medium scale contractors in Malawi. 
5.1.1 Services offered in the Malawian construction industry 
Construction services offered in Malawi include construction and maintenance of roads and 
bridges, construction of commercial and residential buildings, educational and health 
institutions, and water retaining and reticulation systems structures. Most of the construction 
firms interviewed combine services such as building and civil engineering contractors, and 
they are registered in both sectors. The consulting firms interviewed were involved 
architectural consultancies, while others offered structural and civil engineering consulting 
services. Electrical and mechanical consulting services are also offered. Specialist work, such 
as electrical and mechanical, works are undertaken by local construction firms, including 
fabrication and installation of aluminium finishes. 
5.1.2 Main clients in the Malawian construction industry 
Almost all the general contractors and consultants said that most of their contracts are with 
the various public institutions. These include, but are not limited to: the RA for the 
construction and maintenance of roads and bridges; the Department of Buildings which is 
responsible for construction of all government institutional structures; the MHC, which is 
responsible for construction of residential buildings, and the Ministry of Water and Irrigation. 
Other clients are international organisations that fund various development activities in 
Malawi. Such organisations include the World Bank, the AfDB, the EU and the Department 
for International Development (DFID). These international entities are the main cooperating 
partners in Malawi in terms of infrastructure development.  
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A participant from a large construction firm mentioned that currently 80% of its projects are 
with large multinational organisations involved in mining operations. A consultant participant 
mentioned that he prefers working with private clients because they are more knowledgeable 
in terms of what they want, and honour their obligations. The participant further mentioned 
that donor funded projects are also preferred as they give no problems in terms of payment as 
compared to government funded projects, which sometimes takes a long time for payment to 
be honoured. However, another consulting firm mentioned that working for government 
projects is much better because of the fee structure that the government follows, whereby you 
have a percentage of fees which you can charge, but he mentioned that when dealing with 
private clients one has to negotiate the fees. 
In terms of volume of projects performed in the previous year, the RA mentioned that they 
had executed projects worth Mk 34 billion (1 billion Rands); this figure includes both 
development programmes and recurrent programmes. The Department of Buildings and 
MHC all mentioned that they each had executed works worth Mk 1 billion (28 million 
Rands). 
5.1.3 Procurement methods in use in the Malawian construction industry 
Almost all participants mentioned that they have only been exposed to the traditional method 
of procurement. Only one contractor mentioned that they had been exposed to the design and 
build method of procurement. Participants mentioned a number of reasons why such a 
procurement method is so dominant in the Malawian construction industry. The main reasons 
included the lack of capacity among Malawian construction firms to undertake an activity 
which involves the contractor employing or engaging specialists in various disciplines of 
construction, design-build contracts are usually large projects and the Malawian construction 
industry market is so small to warrant such a kind of procurement method. 
Participants also mentioned that the traditional procurement method is the preferred method 
of procurement by the government and its institutions as it offers some kind of transparency 
and accountability and the fact that the method is fair to both the contractor and the client as 
risks are shared equally between them. A client participant mentioned that the method was 
adopted from the British, who were ruling the country before independence, and the country 
just inherited the method. He further said that as a country Malawi had never explored other 
methods of procurement. In addition, it was mentioned that there are very few contractors in 
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the country who are capable of undertaking the design-build type of works as most 
contractors do not employ qualified personnel. 
A contractor participant further mentioned that comparing the technical competence of most 
public service clients to those of small and medium scale contractors, the usage of the 
traditional procurement method is the most ideal method for the Malawian construction 
industry. He further mentioned that even very few large contractors possess the technical and 
financial capacity to undertake the design-build type of contract. 
5.1.4 The performance of the traditional construction procurement method 
Various participants gave different opinions on how the dominant traditional construction 
procurement method has performed in Malawi. Some participants mentioned that the method 
has performed well, considering the size of the Malawian economy and that the local 
construction industry is still growing and may take time to reach maturity. Other participants 
however had a contrary view of the performance of the traditional method, as it has led to 
inefficiencies, such as time overruns, cost overruns, and payment delays. A client participant 
mentioned that the traditional procurement has met payment challenges due to the 
government budget system where all payments are made centrally and payment for 
construction services have to compete with other essential government requirements and that 
the paying agency has no hands-on experience on what is happening on site. 
However, another client participant mentioned that the traditional procurement method is 
performing satisfactorily, but mentioned that the relationships, especially between the 
consultant and contractors have not always been the best, and that using other procurement 
methods could improve the relationship. A contractor participant mentioned that the 
traditional procurement method has problems as the type of contract used is so rigid that for 
contractors to give their input is a hassle. He further mentioned that the process of procuring 
projects based on the traditional method by the government goes through many stages and for 
any changes to be made it requires the process to go back through the same stages, making it 
impossible to effect changes while the project is being implemented. 
5.1.5 The performance of the Malawian construction market 
Most participants mentioned that the construction market in Malawi is now getting stronger 
as compared to the previous year when the situation was very bad. The participants 
mentioned that the decision by donor agencies and countries to withhold aid to Malawi 
between 2011 and 2012 due to human rights abuses and disagreement with the International 
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Monetary Fund (IMF) led to the scarcity of foreign exchange and fuel in the country. The 
fuel scarcity affected the collection of road levies and this resulted in cancellation of awarded 
contracts or delayed payments for work done. However, other participants mentioned that the 
Malawian construction industry is still very weak due to the over dependence on one client, 
the government.   
A contractor mentioned that the construction industry is experiencing its weakest period ever 
since major reforms were made in the construction industry. It was highlighted that before the 
construction industry reforms, the industry was unregulated, irregular and payments to 
service providers were a hassle. The participant further gave an example of the creation of the 
RA, which brought changes to the industry, but in the past two years due to the acute 
shortage of fuel in the country, fuel levy could not be collected and this resulted in delayed 
payments to contractors or even total cancellation of contracts that had already been awarded.   
Another contractor mentioned that the market is improving after overcoming the economic 
problems the country had faced, and further mentioned that the future looks bright 
considering that the country will be conducting general elections in 2014. He therefore 
expects a lot of activity in the construction sector for both economic and political reasons. 
Hence, the downward trend the industry was experiencing will be reversed. 
Clients rated the competitiveness of the Malawian construction industry as follows:  
 Pricing of tender documents achieved a mean score of 2.50;  
 Quality of construction 2.38;  
 Delivery of projects on time 1.25;  
 Delivery of projects according to budget 1.50;  
 Flexibility to meet different specifications 2.50, and  
 Ability to innovate in design 3.00.  
The clients mentioned that non-availability of financial resources to pay for services 
provided, frequent political interference, the knowledge gap within the industry, the price 
uncertainties, and non-availability of construction materials, are some of the major risks they 
are facing. 
5.1.6  Marketing of construction services 
The participants mentioned various ways in which they market their businesses. Consultants 
mentioned that it was against their professional ethics to openly advertise their services, but 
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they normally rely on brochures and project signboards to advertise their services. While 
there is nothing to stop contractors openly advertising their services, most contractors stated 
that they only rely on project sign boards and branding of their plant and vehicles as means of 
advertising their services. Very few participants acknowledged having a fully developed 
website. A consultant mentioned that his firm had tried to develop a website, but found out 
that the amount of money they were spending to maintain the website was not translating to 
the amount of business they were getting, as they got most of their business through 
interactions at attended seminars and conferences. However, one participant from an 
architectural firm mentioned that they use multiple forms of advertising their business such as 
having a fully developed website, producing business cards and brochures, and also relying 
on project signboards which advertise their firm as the designers of that project. 
A participant from a construction firm mentioned that they do not advertise themselves, but 
let their product advertise for them, as they believe they always produce a quality product and 
they are recognised by the work that they do. Another construction firm participant 
mentioned that his firm was awarded a subcontract by an international construction firm 
because they were identified through their website. 
5.1.7 Characteristics of small and medium construction firms 
The participants mentioned that small and medium scale contractors are mostly characterised 
by their lack of financial prudence, failure to differentiate between their personal money and 
money necessary to run their business, failure to hire qualified personnel due to their limited 
financial base, and failure to fulfil their financial obligations. Other participants mentioned 
that the pricing strategies of small and medium sized contractors has led them to undercut 
each other in order to win contracts, which has resulted in low profit margins or cutting 
corners in order to breakeven. Another participant mentioned that some small and medium 
scale contractors are just „briefcase‟ firms who think there is a lot of money to be made in 
construction, and they are the ones who end up compromising quality standards in the 
industry. 
However, conversely, one participant who is a supplier noted the positive attributes of small 
and medium firms that are very committed to quality and pay attention to detail, when 
compared to large construction firms. A specialist subcontractor mentioned that small and 
medium scale contractors offer better prices to subcontractors as compared to large 
contractors, who are focussed on paying minimal prices for specialist work. Another 
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participant mentioned that the lack of continuous jobs for small and medium scale contractors 
is the main reasons they are failing to grow, as there is fierce competition among the small 
and medium scale contractors. 
A participant from a consulting firm mentioned that most small scale construction firms are 
not run professionally as they are not owned by professionals. He mentioned that their 
commitment to the industry is not up to standard and hence they do not grow, and further to 
that, they do not know the tendering processes and procedures, which is why there are firms 
that have been awarded contracts for the past 15 years, but they have not developed at all and 
they are still where they were 10 years ago. However, another large scale contractor 
expressed a contrary view that small and medium scale contractors have improved in the past 
10 years, as they are able to properly procure project inputs and manage their projects, in 
terms of human and financial resources. 
Another participant mentioned that some small scale construction firms enter the industry to 
make quick money; therefore they do not possess the staying power, or even the dedication or 
faith in staying in the industry by investing seriously in resources. He further mentioned that 
very few small scale firms perform as expected and grow into medium or large firms. 
5.2 Theme 2: Construction standards and specifications 
The participants were asked to mention the type of standards and specifications they use 
when undertaking projects and who is responsible for setting them. The participants were also 
asked whether their firms have environmental and quality management systems, what kind of 
H&S standards they follow, and if the system for obtaining permits and certifications was 
transparent and easy to follow. 
5.2.1 Standards and specifications in the Malawian construction industry 
The participants mentioned that for building regulations, they are supposed to follow the 
National Building Regulations, but the regulations are still in draft form and have not been 
finalised. For roads and bridge works, the prescribed regulations are from the Ministry of 
Works and Supplies-Standard and Specifications. The participants also mentioned that they 
use some of the Malawi Bureau of Standards specifications in the construction industry. 
However, some participants mentioned that other standards in use worldwide are also used in 
the Malawian construction industry. Such standards include SATCC Standards and 
Specifications, the South African Standards, and the British Standards. 
101 
 
A contractor mentioned that the type of standards or specification they use depends on who is 
financing the project, as most donors have their own standards and specifications that are 
followed irrespective whether the client is the government of Malawi. A consultant 
mentioned that most people are now migrating to South African Standards, since previously 
most people were using the British Standards which are also being replaced by the European 
Standards. The participant further mentioned that although the Malawi Bureau of Standards 
has some standards, they are basically adapted from South African Standards. 
A client attributed the lack of building standards in Malawi to the lack of cooperation 
between the various institutions and organisations such as the Buildings Department, Malawi 
Institute of Architects, Malawi Institution of Engineers, Malawi Bureau of Standards, even 
the University of Malawi to work together and finalise the standards which are still in draft 
form, but he mentioned that the problem is that all these organisations and institutions are all 
working in isolation. 
5.2.2 Environmental and quality management systems in the construction industry 
Most of the participants, especially consultants and contractors, admitted that they do not 
have environmental and quality management systems in their organisation. They mentioned 
that they depend on whatever environmental and quality guidelines that are provided by the 
client. Only few participants claimed to have environmental and quality management systems 
within their firms with a person employed solely to look at the compliance of the systems 
within their organisations. 
A construction participant mentioned that their firm is ISO certified, and they have developed 
their own quality management systems, some of which are ISO certified, he further 
mentioned that their firm has a branch that deals with environmental and management 
systems compliance including having an internal audit system. 
While another construction participant mentioned that their firm is developing environmental 
and quality management systems in trying to abide by the ISO 9000. The participant 
mentioned that they have started training their employees in terms of safety and quality and at 
the same time top management is also undergoing training courses on the same. Another 
contractor participant mentioned that normally the client ask them to produce an 
environmental management plan for each project before they commence the works and works 
can only commence if the environmental management plan is approved. 
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5.2.3 Health and Safety (H&S) standards in the Malawian construction industry 
Participants mentioned that basic H&S measures are taken, especially for staff working on 
site. Very few participants mentioned having an H&S policy within their firms, since they 
mostly rely on the guidelines provided by the clients. One participant from the client side 
admitted that H&S is just a new concept which is just being pursued, and that specifications 
are being developed that should be followed on site. Some participants mentioned that they 
leave H&S issues to be the responsibility of the main contractor on site. However, most 
participants indicated that they do provide the essential H&S measures when carrying out 
their respective obligations on a project. The H&S measures provided include providing 
personal protective equipment (PPE) to staff, conducting HIV and AIDS awareness 
campaigns, and providing H&S signage on site. The participants also mentioned that there is 
lack of national guidelines for H&S management in the construction industry, and the 
existing generic guidelines are not being enforced. 
One participant from a construction firm mentioned that their firm follows rigorous H&S 
standards with zero tolerance and the procedures that they have put in place are of 
international standards which are at the highest level. Another construction firm participant 
mentioned that the government needs to provide H&S guidelines, such as what is to be 
implemented when a project is commencing, what methods should be followed,  who are the 
accredited organisations that can provide H&S awareness training and workshop to the 
employees on site. 
5.2.4 Systems for permits and certifications  
Some participants mentioned that systems for obtaining permits and certifications are easy to 
follow and are transparent. A participant from a construction firm mentioned that what is 
required is to prepare everything in good time as the contract clearly indicates what approvals 
will be required during the course of the contract and the fact that most of these approvals 
required have to go through several processes before they can finally be approved, so 
planning is very important.  However, other participants differed on the issue of transparency 
as they have observed that some permits are issued under dubious circumstances, alluding to 
the fact that some corrupt practices may have taken place. While others mentioned that the 
systems are very complicated, rigorous and difficult to follow. 
A participant from the client organisation mentioned that the NCIC systems are transparent 
and easy to follow as well as building plan approvals from city councils, but lamented that 
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the building plans take too long to be approved. He mentioned that sometimes the councils 
have to be pushed, even reaching the extent of sponsoring special meetings for them to meet, 
in order for them to approve building plans.  
5.3 Theme 3: Management of firms and human resource capacity 
The participants were asked questions regarding the management of their organisations, the 
structure of their organisation, the strengths and weaknesses of their organisations, the extent 
to which they use information technology (IT) and their perception regarding the human 
resources capacity in the Malawian construction industry. 
5.3.1 Firms general management, strengths and weaknesses  
With respect to how day to day operations are managed in their firms, some participants 
mentioned that they have a full management team with departments headed by qualified 
personnel. While other participants mentioned that the Managing Director or Partners are 
responsible for the day to day running of their firms assisted by some officers. 
The participants also mentioned that they outsource some of their functions. Such functions 
include legal services, auditing, site works related to mechanical, electrical and plumbing 
works and all other works which they do not have internal expertise on. But all the 
participants mentioned that they prepare annual financial statements. 
The participants further mentioned that they need to replace most of their plant and 
equipment or buy additional plant and equipment in order to further boost their businesses. 
Other participants mentioned that they need to strengthen their technical departments by 
recruiting more qualified technical people. 
The participants were also asked to mention the strengths and weaknesses of their 
organisation, and these include:  
 Strengths 
Ability to deliver any project, finishing on time within cost, treating staff equally despite 
different grades, having a well-qualified, experienced and competent staff, young and 
dynamic management team, best equipped local Malawian contractor, having the borrowing 
power from banks, ability to continuously get jobs and better reputation due to improved 
track record. 
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 Weaknesses 
Not having a fully established organisation, failure to maintain staff due to lack of jobs, staff 
leaving to seek greener pastures, unable to meet deadlines due to lack of teamwork, lack of 
commitment by senior staff, bad attitude towards work, and the high cost of plant 
maintenance are some of the weaknesses flagged by the interviewees. 
A consulting firm participant mentioned that their major strength is their ability to deliver, 
whatever has been requested from them and their weakness is that they are not yet fully 
established in terms of facilities including personnel such that the firm still does not even 
have a secretary. While a construction firm participant mentioned that their strength lies in 
always being open to new ideas and he mentioned that their firm is too big and due to its 
large size, it slows down other systems making it their major weakness. 
A construction firm participant mentioned that despite having qualified engineers in their 
firm, their commitment towards work is below expectations and that is the firm‟s biggest 
weakness. The participant further mentioned that in order to solve the staff attitude problem, 
they are trying to employ expatriate engineers from India. Another construction firm 
participant mentioned that their biggest weakness is the high staff over of its skilled personnel 
and artisans, who leave the firm to seek greener pastures as some other construction firms are 
offering better pay than them while they stick to the stipulated government wage and salary 
structures. 
5.3.2 IT applications in business 
The participants mentioned that they use IT applications for managing their businesses. 
While most participants claimed to use accounting software such as Sage and AccPac, not all 
were using specialised software on the construction side of the business, except for the basic 
packages in Microsoft Office such as Word and Excel. The internet was also used for 
communication. Design consultant participants mentioned that they do have design software 
such as AutoCAD and ArchiCAD. Some construction firms mainly use Microsoft Project as 
their planning software. 
One consulting firm participant mentioned that they use different types of software to manage 
their business; he mentioned that for design they use AutoCAD, MicroStation, and Procon, 
while Sage is used for accounting. A construction firm participant mentioned that their firm 
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uses software for all procurement and tracking of construction materials, and they also use 
road design software for calculation of volumes and other construction related activities.  
5.3.3 Status of human resource capital in the Malawian construction industry 
 Status of labour pool 
The participants mentioned that in terms of the labour force in Malawi, there is an abundant 
supply of labour, but most of it is unskilled, thus there is a big gap in terms of skilled 
craftsmen in the country. A participant attributed the lack of quality workmanship in the 
country to the current system of vocational training in the country‟s technical schools, which 
he mentioned to be of a poor standard. The participants also mentioned that the decision by 
the University of Malawi to stop training technicians has created a gap in the industry, as the 
technicians link engineers to artisans on the ground. 
A contractor mentioned that shortage of skilled artisans is only evident when there is 
increased construction activity in the country; otherwise there are enough skilled artisans and 
technicians in the country. Further to this, other participants mentioned the lack of practical 
experience of engineers when they graduate from University. They allege that despite having 
a lot of engineers in the country, they are only educated in terms of the theoretical part of 
engineering, and they lack any practical knowledge on how to properly supervise artisans and 
technicians on site. Another contractor mentioned that most of the labour force in Malawi has 
a negative attitude towards work as they need constant supervision to work and have to be 
cajoled all the time. 
A client organisation participant mentioned that there is a skills gap in the construction 
industry because the University of Malawi stopped training technicians; as such there are a 
number of graduate engineers graduating from the University, but no technicians to support 
them. Client organisation participants, as well as consultants in the building sector, 
mentioned the acute shortage of well trained and qualified clerks of works in the country. A 
client participant mentioned that currently Malawi has only six well-qualified clerks of 
works. A consultant participant mentioned that the acute shortage of clerks of works has 
forced some consulting firms to training qualified foremen as clerks of works, in order to 
bridge the skills gap.  
 Management skills needed 
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The participants mentioned various management skills that are needed in order to 
improve their businesses. The main skills needed include human resource management 
and leadership skills, leadership skills  
Another contractor mentioned that they need to train site supervisors on how to supervise 
people on site. Another contractor mentioned that the quality of people who call themselves 
„foremen‟ have shown that they lack technical skills and people management skills. A 
consultant participant mentioned that he wishes to be trained in the right methods of 
recruiting professional staff that are self-motivated and willing to take the firm to another 
level. 
5.4 Theme 4: Value creation in the construction industry 
The participants were asked questions regarding how they add value to their customers or end 
users, how they can add value in the construction value chain, and what the most frequent 
non-value adding activities and their causes in the construction industry are, the infrastructure 
constraints affecting the industry, the availability of plant and equipment in the industry, and 
the level of communication during project implementation. 
5.4.1 Value addition to customers 
The participants were asked to mention how they add value to their customers or end users. 
The various responses have been recorded in terms of the category in which the participants 
appear in the construction value chain. 
 Contractor 
The participants mentioned that producing a quality product, on time and within cost, is how 
they add value to the customer. Other participants mentioned that they add value by doing 
their job according to specified standards and ensuring that the project should last according 
to the expected life span. Other value adding activities by contractors include advising clients 
regarding the choice of materials, alternative designs, and best method of constructing to save 
costs. Additionally, other participants mentioned that as they undertake their projects they 
make sure that the product they had provided was constructed in an environmentally friendly 
manner. A contractor participant, who specialises in finishes, mentioned that their job is to 
add value to any type of building, thus they add value by not just installing an ordinary door 
or window, but beautifying it, and providing quality finishes. Another contractor participant 
mentioned that they advise the client regarding the best method of producing the same 
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product by giving different alternatives, which at the end of the day will be very economical 
to the client. 
 Consultants 
The consultants mentioned that they add value to their clients by giving them the necessary 
advice on the alternative designs and technologies available with cost comparisons, 
conforming to set standards and specifications, and providing contract management services 
in terms of cost, quality, and time management. Another participant mentioned that although 
the client provides them a brief, including a schedule of areas, they normally advise the client 
on the standards which they have for different spaces, they further advise the client on the 
available technologies in terms of the type of building blocks to be used such as burnt brick, 
soil stabilised blocks, or concrete blocks, and over and above that they further do a cost 
comparison so that the client will know the cost implication of each alternative technology 
available. 
Another consultant participant admitted that the industry as a whole does not do much in 
terms of value addition to the client, apart from specifying what is already there, and at the 
same time they take time to adopt new technologies. He further mentioned that the industry 
merely repeating practices instead of conducting research and development. He further added 
that the industry is lacking the zeal and foresight to determine what else can be used in the 
industry, but instead encloses itself in a cocoon using construction materials are always 
readily available.  
 Suppliers 
The supplier participants mentioned that they add value to their customers by supplying a 
product at a good price, providing an after-sale follow up to ensure that the product they have 
provided has no problems, and they offer technical back up service. Another participant 
mentioned that his product is better than any of his competitors as it lasts four times longer, 
hence giving the customer value for money. 
Another participant mentioned that Malawi is full of fake products, and as such he stocks 
three types of the same product which are labelled as low, medium, and high quality 
products. Thus customers are advised accordingly regarding the quality of the product they 
wish to purchase and the cost implication attached to the product. The participant then 
mentioned that by stocking differing quality options in terms of the same product and 
offering different prices, he is able to satisfy different segments of the market. 
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5.4.2 Value addition in the construction supply chain 
Participants were asked to mention which areas within the construction supply chain they can 
add more value and which category of members have the greatest capacity to create value in 
the value chain. 
 Contractors 
The contractor participants mentioned that they can add more value by offering advice 
regarding pre-construction services by assisting in recommending good nominated or 
domestic subcontractors and assisting in facilities management. The participants also 
mentioned that one area in which they can add value is advising consultants on the quality of 
construction materials available on the market, and ensuring that suppliers procure quality 
materials. The participants also mentioned that they add value in the value chain by training 
more people on the aspects of construction, which can be to both the client‟s staff as well as 
the consultant‟s staff. The participants also mentioned that being at the hub of the 
construction value chain, they can offer increased collaboration among all members in the 
value chain; engage financial institutions to understand the dynamics of the construction 
industry, and engage knowledge organisations in the latest trends in construction. 
A participant mentioned that to get the best out of a project, all players must be consulted, 
even though the consultations can be done at different stages of the project, and that will be 
the best way of producing a better product, hence enhancing value addition. 
 Consultants  
The consultant participants mentioned that they can add more value by using their experience 
in working with various specialist subcontractors to recommend the ideal specialist 
subcontractor suitable for the job. The participants also mentioned that they are in a unique 
position in which they link the client to the rest of the value chain are in a unique position to 
foster increased collaboration and communication amongst all value chain members. The 
participants also mentioned the increased usage of modular designs to accommodate standard 
material sizes to minimise waste on site, and at the same time ensure that contractors employ 
experienced and qualified people to manage construction sites. Further to this, they claim that 
they can also engage suppliers so that they know and understand the segment of their market. 
Another participant mentioned that most clients lack the knowledge of how the industry 
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works and do not know what role an architect plays, and what role an engineer plays. He 
therefore mentioned that consultants have a duty to educate clients in terms of the roles 
played by each discipline in the construction industry. 
 Suppliers 
Supplier participants mentioned that they add more value by regularly updating consultants 
and contractors regarding the latest products on the market and their technical specifications. 
They also ensure that consultants are very specific about material specifications considering 
that the knowledge levels of contractors in the lower categories may not be technically up to 
standard. A supplier mentioned that contractors and suppliers have overtaken consultants in 
terms of product knowledge and as such it is becoming difficult for consultants to advise 
contractors with respect to what construction material products they can use, or not use on a 
project. Hence, contractors are able to bypass the consultants and procure construction 
material products, instead of following the normal channels. 
5.4.3 Causes of non-value adding activities in the construction value chain. 
The participants were asked to mention the type of non-value adding activities they 
frequently encounter in the construction value chain and their main causes. The participants 
mentioned the following as the major non-value adding activities: 
 Poor material handling due to lack of knowledge and lack of supervision; 
 Material wastage due to lack of knowledge, lack of proper site supervision, and poor 
conditions of employment leading to unethical behaviour; 
 Defects due to poor workmanship and inferior materials used; 
 Delays due to contractor cash flow problems, lack of communication and coordination on 
site, non-availability of materials, poor designs, inclement weather, frequent absenteeism 
of workforce, and lengthy procurement period; 
 Rework due to poor workmanship and lack of supervision, and 
 Waiting due to incomplete documentation and lack of information on site. 
One participant mentioned that non-value adding activities are happening a lot on projects. 
He mentions two reasons why non-value adding activities occur on a project. The first reason 
is due to lack of artisan skills where some activities are redone, such as either plastering due 
to non-alignment of plaster or the levels were incorrectly taken. The second reason is that of 
economic factors whereby workers are not properly paid and they end up mixing weak mortar 
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or concrete by putting more aggregate and less cement so that they can take home some 
cement and sell it. However, the participant mentioned that such kind of waste is usually 
covered in their pricing strategy. Another contractor mentioned that poor communication 
manifests in a lot of delays on projects. He mentioned that most of the times the consultant is 
unprepared and cannot issue timely instructions, while at the same time the contractor is not 
doing anything on site, waiting to be issued with instructions. 
However, another participant contractor mentioned that despite lack of skills and poor quality 
materials being the main cause of non-value adding activities, greed on the part of contractors 
is also a major cause of non-value adding activities. He gives an example of where a 
contractor deliberately uses inferior quality materials such as paint which starts to peel off 
even before the building has been occupied. He also mentions that sometimes supervising 
consultants are not prudent enough to seriously check on the quality of materials used on a 
project. 
5.4.4 Infrastructure constraints in the construction industry 
Most of the participants whose projects are in rural remote areas mentioned that poor road 
conditions that make access to site very difficult, is the major infrastructure constraint they 
face in the construction industry. Power interruption is another constraint, especially to the 
participants dealing with designs in the offices. Another constraint mentioned was lack and 
poor status of accommodation facilities for people working in rural areas. The participants 
also mentioned the slow internet traffic in the country as another constraint facing the 
industry. 
A contractor mentioned that the major infrastructure constraint they face is the accessibility 
to the project site in rural areas, and the second constraint is the availability of suitable 
accommodation of their workforce so that they can be fully secure and can report to work on 
time, and finally it is the availability of water and power, as certain sites will not have power 
and the contractor is forced to use generators. Whereas, another contractor mentioned that 
their biggest problem is electricity, as it is not available in many parts of the county. He 
mentioned that if the electricity is available the power supply is so erratic due to the frequent 
black outs, this forces contractors to use their own generators and eventually it adds a very 
big value to the cost of the contract. 
A consultant participant mentioned that IT services in Malawi are expanding, however 
internet services are quite slow, to the extent that sending or downloading any document 
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larger than 5MB is very difficult. He further mentions that although access to site is a 
problem, on several occasions projects have been known to be commissioned without 
securing electricity from the national power grid. 
5.4.5 Plant and equipment in the construction industry 
Very few participants mentioned that they own all the plant they need for their projects, most 
of the plant is hired from Caterpillar dealers and from the government plant hire association, 
PVHO. There are some contractors who also hire out plant. Participants who do not own 
plant mentioned that only the PVHO offers fair rates for plant hire while the other plant hire 
firms are very expensive. Some of the participants mentioned that the condition of their 
owned plant is in a poor state and it is an impediment to the running of their business due to 
high maintenance costs. The participants mentioned that they acquire brand new plant from 
the local Caterpillar dealers and from the upcoming market for plant - China. Reconditioned 
plant is sourced from South Africa and the Middle East. But participants mentioned that 
buying plant locally is very expensive. 
A contractor mentioned that the poor status of the plant and equipment is preventing their 
firm from undertaking some projects, that requires high usage of specialised plant and 
equipment and this is despite the fact that they are registered in the unlimited category. 
Another contractor mainly dealing in civil works mentioned that all the graders he owns are 
in a very poor condition and are resulting in him incurring a lot of expenses to maintain them. 
He further mentions that not many contractors own plant and equipment in Malawi and as 
such those who own plant are over charging to hire out their plant. Another contractor 
mentioned that the shortage of high volume tippers has been alleviated by the presence of 
TATA trucks in Malawi as they are reliable, and the suppliers are offering good terms for 
purchasing their trucks.  
5.4.6 Communication during project implementation 
The participants differed on how they perceive the level of communication during project 
implementation. Some participants mentioned that generally there is poor communication, 
while others mentioned that the pre-scheduled site meetings are adequate to address the 
issues that arise during project implementation and that verbal communication and written 
correspondences supplement site meetings. However, some participants mentioned that 
despite having adequate communication, it is the nature of the relationship which exists 
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between consultants and contractors which at times is termed as ‟master-slave‟ relationships. 
Other participants mentioned that there is too much finger pointing during site meetings. 
A participant mentioned that level of communication varies from project to project. He 
mentioned that in some projects the channels and level of communication is very good and 
information between various parties is up to date while in other projects there are problems in 
terms of information flow and the delays in providing vital information at the right time ends 
up affecting the overall performance of the project in terms of time. A consultant mentioned 
that most of the times due to the slow nature of the government to act on issues, even if 
proper and correct recommendations have been made to the government on important issues, 
it takes time to make a decision so that suggestions can be implemented. 
Another contractor mentioned that some consultants have a tendency of communicating very 
important information a few days prior to a project review meeting is about to take place, 
thus to appear to the client that they are properly doing their work. According to the 
participant, this altitude creates confusion on the part of the contractor as he is left with very 
little time to attend to all issues at hand. 
5.5 Theme 5: Procurement of project inputs and services 
Participants were asked questions regarding how they procure their suppliers and specialist 
services, the barriers they face when procuring project inputs, and the type of relationships 
they have with various members of the value chain. 
5.5.1 Procurement of suppliers and specialist services 
 Criteria of procurement 
The participants mentioned that they select their suppliers or specialist services based on 
prices being offered, while others mentioned that the selection criteria are based on price and 
quality. However, other participants mentioned that quality comes first before price. With 
respect to the supply of materials, contractors mentioned that they base their selection on the 
capacity to supply the required volume of materials for the particular project, as it has been 
observed that other suppliers stock quality materials at reasonably good prices, but do not 
have adequate stocks to meet the demand. A contractor mentioned that the selection criteria 
are based on the terms which the supplier is offering, thus if the supplier has quality materials 
and is willing to offer credit facilities, then they will do business with that supplier. 
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Another contractor mentioned that as a strategy, he always keeps in mind developing long 
standing relationships with existing suppliers of services and products to build upon past 
relationships. However, he further mentioned that it is important and fundamental in Malawi 
for the industry to keep prices in mind, because most of the contracts are fixed price contracts 
that do not offer any price escalation claims. 
 Market of suppliers 
The participants involved in the supply of construction materials mentioned that Malawi as a 
country produces very little construction materials, with perhaps cement, burnt bricks, and 
PVC pipes as the main construction materials manufactured locally in Malawi. The 
participants mentioned that almost all their construction materials are imported from South 
Africa which is perhaps considered as the main market for Malawian construction industry 
materials. China and Dubai have also been mentioned as other sources of construction 
materials for the Malawian consumers. 
The participants however, mentioned that the problem with the Chinese market is the lead 
time taken to ship construction materials from China to Malawi, at times it can take as much 
as six months for construction shipment to reach Malawi. 
 Communication with suppliers 
The participants mentioned that most of the communication with suppliers is electronically 
through emails, although they communicate verbally when dealing with local suppliers who 
at times do not respond to emails. To ensure that the suppliers are supplying the specified 
materials, participants mentioned that they give an extract of the specifications from the 
contract document to the suppliers when they place their orders, or when they want to obtain 
quotations. 
5.5.2 Barriers to procurement of inputs 
 Price uncertainties 
The participants mentioned that purchasing locally imported materials is more expensive than 
if they procure the materials themselves from South Africa, with all the taxes and logistical 
costs included. One participant on the contractor side mentioned that although the prices of 
locally sourced materials are very expensive they do not incur losses since they pass over the 
costs to the client. However, another participant mentioned that fair prices can be obtained 
locally or internationally if one is patient to scout for prices from different sources. The 
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fluctuation of the local currency, the Malawi Kwacha against major currencies such as the 
United States dollar is the main reason why prices of imported materials do not remain 
constant. 
However, most participants from the suppliers‟ side mentioned that they do not charge high 
prices due to the competition from rival suppliers; only one participant mentioned that their 
prices are much higher than their competitors because they offer a unique product which is 
more superior in quality than what their competitors offer. 
 Material availability 
The participants mentioned that in terms of foreign suppliers, meeting the Malawian demand 
is not a problem, as Malawi is considered as a small market in terms of volumes of sales. 
However, participants mentioned that foreign suppliers consider Malawi as a risky market so 
they demand upfront payment before they can ship construction materials. The participants 
mentioned that the scarcity of construction materials is attributed to the turbulent economic 
factors facing the country. The main factors affecting the country include acute shortage of 
forex, erratic supply of fuel in the country, especially during the years of 2010 to 2012. But 
availability of foreign exchange still remains a constraint for the importation of materials in 
Malawi. 
The participants mentioned that suppliers are not able to stock enough materials due to the 
high cost of borrowing, as interest rates are very high and most suppliers demand cash 
upfront before releasing the goods. The most notable construction materials which are often 
scarce in the market include bitumen, and reinforcement steel. A participant supplier 
mentioned that they have problems in projecting the volumes required for the Malawi market 
because their suppliers are always asking for projections; he mentioned that it is difficult to 
make any projections in Malawi because of the constant fluctuations of the economy. Thus, 
sometimes they get their projections wrong, and since their business is in the steel industry, 
the cost of holding the materials is so high. 
The participants also mentioned that logistical problems tend to delay the shipment of goods, 
especially at the borders, as most goods are transported by road. They mention that 
unnecessary paper work at the borders, and the road conditions on the main transit routes as 
some of the obstacles faced by suppliers. One supplier mentioned that he orders most of his 
materials from South Africa, because in China materials are only made once an order has 
been placed and it takes up to 90 days to get a shipment. While if ordered from South Africa, 
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it only takes 2 weeks to get a shipment delivered and at the same time, the risk of foreign 
currency fluctuation is reduced due to the short transaction period. 
 Quality of materials 
The participants mentioned that sourcing quality materials is not a problem, as long as the 
importer does a thorough check on the producer. The participants mentioned that they avoid 
doing business with suppliers from certain countries, which are known to deal in counterfeit 
or inferior quality products. The participants also mentioned that sometimes it becomes 
difficult to check the quality at source if the materials are sourced from afar, but they depend 
on the good will of the exporter and the relationship they have built with the material 
exporters. 
However, the participants especially clients, consultants, and contractors, expressed their 
dissatisfaction with respect to the quality of locally produced materials such as burnt bricks, 
which are far from reaching the required quality standards and the inactivity of the standards 
regulatory body to apply stringent measures to control the situation. They mentioned that due 
to the poor quality of burnt bricks, and the extent to which they are contributing towards the 
degradation of the environment, they are now specifying alternative technologies such as 
stabilised soil blocks (SSB) or cement blocks. 
5.5.3 Relationships in the construction industry 
 Types of relationships 
The participants mentioned different type of relationships they have with the suppliers and 
specialist suppliers. Some participants mentioned that they prefer long term relationships as 
there are advantages in such relationships such as huge discounts, flexible credit facilities, 
and building mutual trust and honesty with their suppliers. Other participants mentioned that 
they prefer project based relationships as they can easily discontinue the relationships should 
the suppliers fail to perform satisfactorily. Other participants mentioned that material 
suppliers are not interested in long term relationships as long as they have been paid for the 
services rendered. A contractor mentioned that in terms of construction materials obtained 
from general hardware suppliers, he maintains a short term relationship, but for equipment 
suppliers the relationship is long term. 
A specialist subcontractor mentioned that short term relationships have a negative impact; for 
example, if a client wishes to extend a building or do some maintenance on the building and a 
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certain type of quality material was used, the client may insist that the same material be used 
on the project, but the contractor may face some problems to acquire the same material under 
similar conditions when acquired them the first time. Another construction firm participant 
mentioned that as a result of his long term relationship with his insurance provider, he is 
enjoying massive discounts on insurance premiums. He claims that his insurance provider 
offers him a 3.5% premium on insurance when the rest are being offered a 5 to 6 % premium. 
He further mentioned that he is able to secure an extended credit facility by dealing with the 
same insurer for a long time. 
 Partnering and integration in the construction industry,  
The participants mentioned that partnering and integration is a new phenomenon, which has 
not been aggressively pursued in the Malawi construction industry, and that very few people 
are aware of the potential benefits it can offer to the industry. The participants mentioned that 
partnering and integration can assist in filling the skills gap existing in the industry, they can 
create some continuity and understanding among members of the construction industry. 
However, one participant mentioned that the tendency which currently exists is that if a local 
firm partners with a foreign firm to undertake a project, the foreign firm has ended up 
establishing itself locally and become a direct competitor to the local firms.  
The participants mentioned that lack of professionalism and lack knowledge of the industry 
on how partnering works are the main barriers to partnering and integration. The participants 
mentioned that without a properly drawn partnership agreement, it will be almost impossible 
for all the members in the partnership agreement to benefit. One participant mentioned that 
the nature of the Malawian construction industry itself is not conducive to such kind of 
approaches. The participant mentioned that most firms in the Malawian construction industry 
are owned by one person and operate as a sole trader hence leaving all decision making to the 
owner, in such situations it becomes difficult for partnering to work. Other participants 
mentioned that selfishness and dishonesty in the construction industry is the main reason why 
partnering and integration cannot perform well in Malawi.  
5.6 Theme 6: Business financing in the construction industry 
The interviewees were asked questions pertaining to how they finance their business 
operations and the experience they get when dealing with financial institutions. 
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5.6.1 Sources with business finance 
The participants mentioned different sources of finance for their businesses. Some of them 
mentioned that they use personal savings and profits to finance their businesses, while others 
mentioned that they depend on their clients through payments for services rendered. Some 
participants mentioned that they borrow from local banks as well as obtaining some materials 
on credit as a means of short term financing of their business. 
Some participants mentioned that they need additional financing in order to expand their 
business such as acquiring new plant and equipment; others mentioned that they need 
additional financing to reduce the payment period of their creditors. Some participants 
mentioned that due to the high cost of borrowing, it will not be possible for them to seek 
additional financing from financial institutions. 
One participant mentioned that despite needing additional financing to procure additional 
plant and office equipment, they are unable to do so because the cost of financing charges in 
the country is too high and not sustainable. Another contractor mentioned that he is unable to 
secure any credit facilities from any supplier despite doing business with the same supplier 
for a long time with the hope that the supplier may start offering him credit facilities. One 
contractor mentioned that they rarely approach financial institutions to get loans, but they 
depend on the working capital offered by the client on a project. He mentions that the 
financial institutions‟ requirements are very daunting and challenging, and are only meant to 
obstruct the growth of the construction industry in the country. The participant then 
concluded by saying that it is clear to anyone in the construction industry that working with 
financial institutions is not the best way to grow in Malawi. 
5.6.2 Dealing with financial institutions 
The participants mentioned their experiences when dealing with financial institutions when 
trying to obtain a loan. Some participants mentioned that they get fair treatment from the 
banks, although the processes are rather complex and it takes long to finally approve the loan. 
Other participants mentioned that banks treat small businesses unfairly and differently to 
larger businesses. They claim that larger businesses are given fairer terms, compared to those 
offered them. Another participant mentioned that the amount of collateral the banks are 
demanding is far too much, as compared to the amount of the loan they are willing to grant. 
One contractor mentioned that they get fair treatment from the bank but, the Reserve Bank of 
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Malawi has put a ceiling on how much money a firm can borrow, he claims that commercial 
banks are not allowed to lend a firm more than Mk2 billion in one transaction. 
One participant mentioned that their firm acquired property worth Mk 35 million (1 million 
Rands) purely to be used as security. However, a financial institution is only willing to offer 
their firm a credit facility of up to Mk 5 million only. He then mentions that in his opinion 
that is unfair treatment on the part of the financial institution. 
5.7 Theme 7: Policy & Regulations in the construction industry 
The participants were asked questions regarding what government policies and regulations 
have been beneficial and obstacles to their business growth. They were further asked 
regarding their perceptions on the regulation of public works procurement and the 
construction industry in Malawi. 
5.7.1 Government policies and regulations 
The participants were asked to mention the government policies that are beneficial and those 
that are not beneficial to business growth in the sector: 
 Beneficial policies 
The participants mentioned several policies they deemed that have helped them to grow their 
businesses. Such policies include the removal of import duty on some construction 
equipment, and the reduction of import duty on some construction materials manufactured 
within the SADC region. Other polices which are benefiting the Malawian construction 
industry include the ‟best buy Malawi policy‟, the reforms which have been happening in the 
construction industry such as the creation of the NCIC and the Roads Authority, the directive 
by the ODPP that contractors can use bid declaration form instead of the securing a bid bond 
from the bank. Other beneficial policies include the restriction imposed by the Malawi 
Energy Regulatory Authority (MERA) that only registered electrical contractors with NCIC 
and MERA can carry out electrical works has benefited electrical contractors who were 
competing with unqualified contractors.  
The government economic recovery plan policy has also been mentioned by the participants 
that it has helped in the creating of jobs, especially in the water sector where government is 
construction a lot of irrigation structures throughout the country. 
A specialist supplier mentioned that ‟best buy Malawi‟ campaign has benefitted their 
business, although to some extent that people don‟t realise that it is working. He mentioned 
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that government is now prioritising giving projects to Malawians or Malawian registered 
firms, and that their firm has benefited from that. He also mentions that the firm has also 
benefited in the reduction of import duty on their products, as it was reduced from 25% to 
10% and that has resulted in lowering their prices as well. 
 Negative business growth policies 
The participants, especially consultants, mentioned that the recent Malawi government 
directive that all building designs should be carried out by the Department of Buildings has 
an effect on the growth of their business as government is their main client. The participants 
also mentioned the following as policies which are negative to the growth of their business; 
the refusal by the Malawi Revenue Authority to allow contractors who are tax compliant to 
be exempted from withholding tax and the charging of import duty on some construction 
materials which are zero rated in neighbouring countries.  
A contractor mentioned that the policy to devalue and float the Malawi Kwacha in 2012, 
although was a necessary move, but it was done at the time when foreign exchange was very 
scarce in the country and a lot of firms had outstanding foreign exchange bills to be settled 
with their suppliers. The participant then mentioned that as a result of the devaluation before 
they could settle their foreign exchange bills, their firm lost over 26 million kwacha on one 
product alone, and there was nowhere to recover that money from. 
5.7.2 Regulating public procurement  
The participants mentioned that the creation of the ODPP was a good step in the right 
direction as it was meant to bring sanity to public works procurement and bring in 
transparency and accountability. However, participants mentioned that currently, there is lack 
of transparency, accountability and there is political interference in the way the ODPP is 
conducting its role as evidenced by allegations of tenders awarded without due process and 
allegations that the ODPP interferes with the procurement process by imposing names of 
firms to be considered for shortlisting without consulting the procuring entity.  
Other participants mentioned that the current procurement guidelines being followed do not 
offer domestic preference for local contractors, thus the local contractors are failing to 
compete with foreign firms. Other participants mentioned that the pre-qualification criteria 
imposed by donor funded projects are not conducive to the local Malawian construction 
firms, and they rarely participate in bidding for such works. The participants also mentioned 
that the use of the lowest bidder as the evaluation criteria for awarding contracts is creating 
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problems in implementing projects on site, especially for the small and medium scale 
contractors who are not very conversant with pricing strategies. The speed at which 
processing of evaluations in order to grant a ‟No Objection‟ from the ODPP has also been a 
concern to participants on the client side, as most contracts are awarded late and prices of 
construction materials have risen. 
5.7.3 Regulating the construction industry 
The participants mentioned that the NCIC has started implementing some of its functions as 
compared to the previous years when it was just collecting subscription fees, but not 
implementing any programmes or regulating the industry. However, the participants 
mentioned that there are some areas that the NCIC is not performing well, such as the criteria 
of upgrading contractors from one category to another. The participants mentioned that a lot 
of undeserving contractors have been upgraded to higher categories despite performing 
poorly in their previous category and lacking the capacity in terms of personnel and resources 
to manage projects in the previous category.  
The participants also mentioned that while the NCIC has been able to identify the skills gap 
in the industry and offering some training to bridge the skills gap, they have done very little 
to promote and protect the local construction industry as per their mandate. They allege that 
the NCIC has not been able to address the problems faced by the local construction industry 
as well as deter briefcase contractors who are contributing to the negative image which the 
industry is facing. 
A participant mentioned that the role played by the NCIC is mostly limited to training 
personnel only, but it does not properly engage members and interact with them so that they 
should be able to voice the concerns they are facing in the industry. Another participant 
questions how the NCIC utilises its guidelines when screening new entrants into the industry 
as it seems everybody is being registered as a contractor. He further mentions that it seems 
the NCIC does not keep track of its members‟ performance as non-performing contractors are 
being upgraded to higher categories despite poor performance in the previous category. He 
also wonders whether the NCIC follow up on the referees or key personnel that contractors 
provide in their submission, as on many occasions a professional‟s name has appeared in 
more than one submission. 
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5.8 Theme 8: Security and social factors in the construction industry 
The participants were asked questions regarding the security situation of their assets while 
undertaking projects, their perceptions regarding the level of corruption in the construction 
industry, and their relationships with host communities as they undertake their projects. 
5.8.1 Security of assets / materials 
The participants were asked to mention the level of looting, vandalism, and theft while 
implementing projects. Most of the participants mentioned that they had not experienced any 
looting on projects, but they said that there was a high incidence of vandalism and theft. Most 
participants mentioned that most theft is perpetuated by their own employees who connive 
with outsiders to steal. The items which are mostly stolen on site include cement, steel, and 
fuel. One participant mentioned that wooden items such as pegs for setting out and timber for 
formwork and scaffolding are also items that are frequently stolen on site. The suppliers also 
mentioned that they have to employ tight security measures, as most of the construction 
materials are stolen during the loading and offloading process. The participants mentioned 
that most of the times the Police do nothing, even after reporting the cases of theft to them. 
A contractor gave an example of one large contractor involved in the construction of a new 
railway line who complained to the media of how he was losing over 10 000 litres of diesel 
per week. A consultant mentioned that they have to hire police officers to escort them to site 
when visiting projects in remote areas for fear that their four wheel drive vehicle may be 
stolen due to the security situation in that area. Another contractor mentioned his experience 
in which he had glazed a dwelling house in the City of Blantyre only to find out the following 
morning that all the glass had been stolen during the night. Other participants also mentioned 
their experience of how road furniture and ARMCO pipes are vandalised immediately after 
being installed by the local people who use them to manufacture Ox carts and hoes. 
5.8.2 Corruption in the industry 
Most of the participants who were asked to state the level of corruption in the construction 
industry mentioned that there is a very high level corruption in the industry. Very few 
contractors mentioned that they have not witnessed or heard of corrupt practices happening in 
the construction industry. Other participants mentioned that they do not tolerate any form of 
corruption in their organisations. The participants mentioned that most procuring entities do 
not openly solicit bribes to award contracts, but some other officers openly do so by their 
action or even out rightly demanding a percentage if they have to award a firm a contract.  
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A participant also mentioned that supervising consulting firms are also in the forefront 
conniving with contractors to defraud clients through over-claiming in terms of the quantity 
of work done, and also issuing unsubstantiated instructions without any work being done, but 
paid for. A contractor mentioned that contractors are perceived wrongly as having a lot of 
cash and willing to spend to get their way. The participants mentioned that personnel in the 
client‟s accounts office favour only firms, which give bribes so that their payment can be 
processed faster. 
A contractor mentioned how one of his projects has not been finalised as government 
supervisors are insisting that he give them some money before the final valuation is done. He 
further mentions that sometimes when he tenders for a job, some officials phone him saying 
that they are processing his documents and all he needs is to deposit some money for him to 
be considered. One contractor claims that some contractors have been selected by the ruling 
party to work with them by financing the party activities and in return they will be awarded 
large contracts.  
5.8.3 Stakeholder relationship 
The participants mentioned that their relationship with host communities is good, and they 
normally get most of their non-skilled labour force from the host communities. However, the 
participants, especially contractors, mentioned that they face a number of problems when 
dealing with the host communities. The problems include, among others, the perception that 
all people in that community should be employed at the project site, the lack of skilled 
artisans within the host community, the tendency of the labour force to delay projects in order 
to prolong their employment, the community being at loggerheads with the implementing 
agency due to delayed assessment, and payment of compensation and overcharging by land 
owners for their land to be used as a borrow pit. 
The participants also mentioned that there is political influence by some well-connected 
politicians. These politicians exert undue pressure on a project by politicising a national 
development project as if they were personally responsible for bringing the development 
project to that area. Politicians were also blamed by other participants that they interfere with 
the working of the construction project by issuing directives which are contrary to the scope 
of works. 
The participants also mentioned that some of the tensions which arise on projects are as a 
result of the project team themselves; these include delayed payment of the local labour force 
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and cultural or social problems in which the visitors try to engage in relationships with the 
local women which angers the menfolk in the community. 
A contractor mentioned that as they are mobilising on site, they engage the local community 
through their traditional leaders and invite them to site to explain the purpose of the project 
they are about to undertake. He thus mentions that this creates community ownership of the 
project and hence, the community is are more cooperative and assist in giving them social 
security. 
Another contractor mentioned that when a contractor brings personnel from elsewhere to do 
the jobs in the village, naturally the people will have more money than the people in the area 
where they are working and at times conflicts do arise as they fight for resources or women. 
Another contractor mentioned a case where a local chief had imposed that his relatives should 
be employed first on a project, and when the people had been employed they wanted to be 
treated with kid gloves. 
5.9 Chapter summary 
The chapter revealed that the construction industry in Malawi relies mostly on public works 
contracts and the traditional procurement method remains the dominant procurement method 
in use in the country. The chapter also related how different members of the construction 
supply chain add value in the industry, and the constraints they face when undertaking 
projects. Further, the chapter also highlighted how the industry procures its project inputs and 
the type of relationships that exist in the industry. Finally, the chapter revealed how members 
of the construction supply chain are financing their business, how the industry is regulated, 
and the security and social factors affecting the industry. 
The next chapter presents the summary, conclusions, recommendations, and areas for further 
research. 
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CHAPTER SIX:  SUMMARY, CONCLUSIONS AND 
RECOMMENDATIONS 
6.1 Summary 
The dissertation is presented in six chapters, including 4 appendices. Chapter 1 presents the 
background of the study. The chapter is in several sections that include the topics that were 
covered in the study. Such topics include value in construction, management of supply 
chains, and procurement of projects in the construction industry. Other sections in the chapter 
include the statement of the problem of the study, the research questions and objectives of the 
study, the rationale of the study and the delimitations of the study. 
Chapter 2 outlines the review of the related literature. The chapter is in 4 sections. The first 
section presents the construction industry in Malawi, which mentions how public 
procurement is conducted and regulated in Malawi; the procurement systems used in public 
procurement; the competences available in the Malawian construction industry, and examples 
of failed or poorly performing projects in Malawi. The next section addresses the 
construction industry value chain as it describes the value adding systems in construction 
projects, and further describes the concept of „value‟ in the construction industry; it also 
mentions the mechanisms for creating value in the construction industry, the causes of non-
value adding activities and their occurrence in the construction industry, and the barriers to 
achieving expected value in construction projects. The subsequent section of the chapter 
addresses SCM in the construction industry in terms of what is meant by SCM, the types of 
supply chain structures in the construction industry, and the management of supply chains in 
the construction industry. The section also addresses how the supply chain influences value 
creation in the construction business, and the major challenges that are faced in the 
management of the construction supply chain. The last section presents procurement of 
construction projects with a particular focus on the strategies that are adopted in construction 
procurement, and the impact of procurement on project delivery. 
Chapter 3 presents the conceptual framework of the study. The chapter outlines the 
relationships that exist within the value chain and how each member influences the 
performance of the value chain in relation to project delivery. Chapter 4 presents the research 
strategy of the study as it outlines the adopted research philosophy; the research approach in 
terms of how primary and secondary data were sourced; the criteria for admissibility of data 
through semi-structured interviews with various members of the construction industry; the 
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research methodology used by defining the study population, the sampling technique, the 
sample frame and size, how the data was analysed, and the ethical issues adopted in the 
study. 
Chapter 5 presents the finding of the Malawian study. Eight themes were derived from the 
analysed data. The chapter presents the performance of the construction industry‟s market 
and the procurement methods in use; the construction standards and specifications in use, 
how firms in the construction industry are managing their business, the status of human 
resources capital including IT usage; value creation in the industry including the constraints 
they face; the procurement of specialist services and project inputs including the nature of the 
relationships that exist in the supply chain; what policies and regulations are affecting 
management of the construction industry business, and the security and social factors 
affecting the construction industry. 
6.2 Conclusions related to each objective of the study 
6.2.1 Research objective 1: evaluate how expected ‘value’ is created when projects are 
been delivered in Malawi 
Value upstream in the construction industry is added by consultants through provision of 
design and supervision services. Similarly, clients create value upstream of the construction 
process through fulfilling contractual obligations. The main obligation of the client during 
project implementation is the timely payment for completed services. The study has shown 
that payment by government clients for services provided is one of the major problems facing 
the construction industry, and the fact that government is the major client in the construction 
industry implies that its actions have a major impact on the performance of the construction 
industry. The value created by consultants depends on the extent to which the client 
requirements have been fulfilled according to the brief provided and the advice given to the 
client. The study has also shown that incomplete documentation is a major problem in the 
execution phase of construction projects in Malawi.  
The study has shown that although Malawi has its own standards and specifications, they are 
not up to date and therefore, projects always adopt other standards. Such standards are not 
limited to the British standards, South African standards, and SATCC standards. Value 
engineering is provided to a lesser extent by some consultants who provide advice to clients 
regarding alternative technologies available, and their cost implication. The study has further 
revealed that the level of project supervision varies on different projects; some projects are 
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well supervised and the level of communication is very good; while on other projects, the 
supervision is not up to standard. Such projects are characterised by poor communication 
channels leading to delays due to waiting for information and also non-conforming work due 
to inadequate supervision. Thus, poor contract management techniques contribute to non-
value adding activities on projects in Malawi. 
Downstream of the construction process, value is added by contractors, specialist 
subcontractors, and suppliers, by fulfilling performance requirements relative to cost, quality, 
and time. The study revealed that H&S management is not being adequately addressed and is 
considered the responsibility of the contractor on site. At the same time, environmental 
management is assumed to be the responsibility of the client to enforce. While short term 
implication of H&S measures are accommodated by the contractors‟ all risk insurance, the 
industry remains unaware of the indirect costs and long term impacts of inadequate H&S 
management in the construction industry. It is however, worth noting that some public 
institutions are taking environmental management seriously. Measures such as using 
alternative building blocks such as Soil Stabilised Blocks (SSB) or cement blocks instead of 
fire burnt bricks to relieve the pressure the country is facing due to wanton cutting down of 
trees that are used for burning bricks, charcoal, and curing tobacco. Lack of industry specific 
H&S standards and lack of enforcement of the current occupational H&S regulations could 
be the main cause of non-compliance in the industry. 
Suppliers downstream of the construction supply chain add value in many ways. These are 
not limited to providing the industry with quality products, advising the industry with respect 
to the latest construction materials, providing technical specifications relative to construction 
materials, and providing after sales follow up in terms of plant and equipment. Some 
suppliers stock the same type of construction inputs from different manufacturers in order to 
satisfy different segments of the market. Thus, customers are advised with respect to the 
quality aspect of the product, and its cost implications. 
Value creation downstream of the construction process is facing a number of challenges, 
which include: delayed payments for work done, unstable prices of construction materials, 
fixed sum contracts without price escalations for contracts with a duration of less than 12 
months despite the unstable economic environment, high interest rates, scarcity of 
construction materials such as reinforcement steel and bitumen, over-dependence of imported 
construction materials, poor quality of locally manufactured construction materials such as 
fire burnt bricks; shortage of technicians and skilled craftsmen, poor communication between 
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members upstream and downstream of the supply chain; poor supervision by consultants and 
unethical practices by their own workers who indulge in theft related to cement, structural 
steel, and fuel. Usage of IT in the industry is very low despite the availability of software that 
can assist in the implementation side of operations. Of particular interest is that most 
members of the construction supply chain do not have a functional website to promote their 
businesses; hence finding information regarding the construction industry in Malawi is a 
major problem. High plant hire rates are another challenge the construction industry is facing 
since there is a huge difference between hiring plant from the state owned PVHO and the 
private sector. For example, the current hire rate for a motor grader at PVHO is Mk 156 000 
(R3 900) per day, while private hire firms are charging Mk 220 000 (R5 500) per day. This 
creates a major pricing challenge to contractors who do not have their own plant and 
equipment if they have to remain competitive in the industry. 
The study has also shown that the industry faces some infrastructure constraints in the form 
of poor conditions of access roads, especially for projects located in rural areas. Other 
problems include slow internet services and lack of electricity supply in project areas or 
intermittent supply of power in offices due to frequent power load shedding experienced in 
the country. The study also suggests that suppliers are also facing challenges in supplying 
construction materials. The fluctuation of the Malawi Kwacha against major currencies is 
posing great problems in quoting prices to customers on imported goods since the exchange 
rate may differ at the time payment will be made for the goods. Another problem facing the 
industry is the long lead times required when importing construction materials from Far East 
countries. For instance, goods from China take a minimum of 90 days for shipment to arrive 
in Malawi, hence causing delays in project implementation if such delays were not allowed 
for in the contract. 
The study has also shown that the construction industry in Malawi does experience a lot of 
non-value adding activities in the form of rework, defects, delays, waiting, poor material 
handling, and material waste. Most of the non-value adding activities result from poor 
planning, inadequate supervision, weak management structures, poor workmanship, and 
unethical practices whereby contractors using inferior quality materials in order to maximise 
profit. Thus, non-value adding activities in the Malawian construction industry are caused by 
both internally generated factors within the industry and externally generated factors in which 
the industry has very little control over. 
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From the study it can be seen that the lack of policing the existing policies has had a 
tremendous impact on the construction industry. Despite members of the construction 
industry voicing their concerns regarding certain issues regarding the industry, the 
organisations responsible for the custody of such regulations have not taken corrective action. 
In as much as there are some teething problems facing not just the construction industry, but 
also the entire business community in Malawi, the construction industry is affected mostly by 
ineffective leadership.  
6.2.2 Research objective 2: identify the dominant structure of ’supply chains’ used in the 
Malawi construction industry 
Supply chain structures in the construction industry depend on the procurement system 
adopted. Several procurement methods are in use in the construction industry, these include; 
the traditional design-bid-build, construction management, management contracting, design 
and build, and PFI / PPP. In this study, the traditional procurement method has been 
identified as the dominant procurement method in use in Malawi. The study reveals that very 
few contractors are aware of the existence of other procurement methods. Furthermore, the 
study has shown that the method is the preferred method by the government and its entities. 
In the study, only few contractors admitted to have undertaken a design-build type of project 
for the government. The major reasons why the method is frequently used are: it is assumed 
to be fair and accountable to the public; risks are shared between the client and the contractor; 
the nature of the construction industry is very small to warrant methods such as design and 
build, and, very few contractors in the Malawian construction industry have the capacity to 
undertake major projects. It was also argued that the procurement entities themselves are 
reluctant to change the procurement method as they perceive that the traditional method has 
performed well, despite some implementation related challenges. The study also indicated 
that most of the players in the construction industry only know the traditional type of 
procurement method, and are not aware of the existence of other procurement methods.  
The structure of the traditional procurement method supply chain can be divided into two 
aspects. The first supply chain involves the client procuring the services of the consulting 
team and the general contractor, and sometimes the services of nominated specialist 
subcontractors. This is a client-led supply chain and the consulting team is the „hub‟ of the 
supply chain. The second supply chain involves the general contractor and all his 
subcontractors and suppliers that have contractual links with the general contractor, but not 
with the client. This is the contractor-led supply chain. The general contractor acts as the 
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linkage between the client led and contractor led supply chains. Therefore, the performance 
of the traditional procurement supply chain structure will depend on how the general 
contractor manages the two supply chains.  
6.2.3 Research objective 3: evaluate the impact that ’a supply chain structure’ has on 
project performance in Malawi 
The study has shown that participants have different perceptions regarding the performance 
of the traditional procurement system and its supply chain structure. Where documentation 
was properly prepared at the time of going to tender and works supervision has been properly 
carried out, the supply chains have performed well. However, where documentation was 
inadequately prepared, or where supervision was a problem, the supply chains have 
performed poorly. Projects have been known to experience a lot of problems such as cost 
overruns, quality related problems, and time overruns. 
In small economies such as Malawi, timely payment for services done is crucial to successful 
project implementation, so despite having the best consulting team and a capable contractor 
project performance will be affected.  The cost of borrowing money to finance projects is too 
high. Therefore, a contractor would rather adopt a ’go slow’ slow approach, than risk 
borrowing from lending institutions. The volatility of the country‟s economy is also 
contributing to the performance of the construction supply chains. From the study, it was 
shown that at the time the country was experiencing acute fuel shortages and foreign 
exchange, activities in the construction industry were severely affected. 
As seen from the study, procurement of works is based on the lowest bidder being awarded 
the contract. However, the study has shown that awarding contracts on price alone has had a 
negative effect, especially on the small and medium scale contractors. The study shows that 
contractors price their bids very low in order to win a contract, but fail to perform on site 
once the contract has been awarded to them. Most clients from the study claim that they have 
been lobbying the ODPP to bring back the selection of contractors based on ’engineers 
estimate’ in order to bring back sanity to the procurement process. However, using the 
engineers‟ estimate will not be applicable to the large scale projects as it is deemed that 
contractors pricing for the works have their own pricing strategies and they know what they 
are doing. The study also revealed that most small and medium scale contractors are 
vulnerable to corrupt practices from officers from the procuring entity in order to be awarded 
contracts and at the same time are being asked to collude with supervising consultants to 
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defraud the client. This type of technical corruption is very sophisticated and difficult detect, 
unlike official, or political corruption. 
6.2.4 Research objective 4: examine how procurement method affect how suppliers and 
subcontractors deliver on agreed targets in Malawi 
The study has shown that contractors select their suppliers based on price and the quality of 
their materials. Other suppliers are selected if they are willing to offer flexible credit terms. In 
terms of relationships, the contractors differ in their approach. Some contractors prefer 
project based relationships, while other contractors prefer long term relationships so that they 
can enjoy the benefits of flexible credit terms, discounts, and also build trust and 
understanding with their suppliers. 
The study has shown that subcontractors are not only selected based on their previous 
performance with the general contractor, but the price they offer also plays a vital role in the 
selection. It has been known for general contractors to squeeze subcontractors in terms of the 
prices they offer as much as they can, hence subcontractors complain of low operational 
margins.  
The study has shown that large scale contractors are able to collaborate with fellow large 
contractors to pool their resources to work on large and complex projects. The same applies 
to consultants whereby it is common to see architectural firms, engineering firms and 
quantity surveying firms bidding for consultancy works jointly. However, small and medium 
scale contractors are unable to work together due to what they call ’greed and untrustworthy’ 
people within their midst.  
6.3 General Conclusions 
The adversarial relationship and fragmentation of the construction industry is well 
documented in the literature, and the study has shown that the case is similar to the Malawian 
construction industry. The traditional procurement system supply chain structure is the most 
dominant supply chain structure in the Malawian construction industry. Very few players in 
the construction industry are conversant with other forms of supply chain structures. The 
supply chain structures are facing a number of challenges, controllable and uncontrollable. 
Controllable challenges include project implementation challenges such as high occurrence of 
non-value adding activities and poor communications, business management shortcomings 
such as a lack of a skilled workforce, low usage of IT, lack of H&S standards, lack of quality 
and environmental management policies, professional misconduct, and industry challenges in 
131 
 
general such as failure to regulate the industry and failure to harmonise standards and 
specifications.  
Challenges outside the control of the industry include: a harsh economic environment such as 
high interest rates, high inflation rates, unstable foreign exchange rates, scarcity of foreign 
exchange, and high import duties; infrastructure challenges such as a poor road network, 
unreliable power supply, and slow internet services; logistical challenges such  as tedious 
custom clearance procedures at ports of entry and long lead times to import materials and 
unfavourable government policies and regulations such as usage of a lowest price 
procurement policy, and failure to protect the consumer by allowing the market to be flooded 
with inferior quality construction materials. 
The internal and external challenges result in the Malawian construction industry performing 
below expectation and the expected value is not achieved on many projects. Therefore, the 
industry needs to find a long lasting solution to overcome these challenges so that projects are 
delivered within budget and time, to the expected quality standards, and in a safe and 
environmentally friendly manner. 
6.4 Recommendations related to each of the objectives 
Some of the recommendations that should aid construction industry value chain performance 
in Malawi include: 
Recommendations based on the first objective 
Evaluate how expected ‘value’ is created when projects are been delivered in Malawi. 
 Introduction of basic construction management principles and tendering procedures 
training to all new entrants who want to register their construction firms with the NCIC. 
This would assist in increasing the level of understanding of the industry for future small 
scale contractors, especially those who have never had any experience in the construction 
industry. Thus, maintaining the low levels of entry, but having firms that are conversant 
with how the industry functions; 
 The NCIC should re-evaluate its criteria for upgrading contractors to higher categories. 
Those who wish to be upgraded to the upper levels should demonstrate that they have the 
capacity in terms of human resources, financial resources, plant and equipment, and the 
relevant experience. Prominent clients should be able to verify the performance of such 
contractors. Their approval should be subject to verification by a credible independent 
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firm such as an audit firm for purposes of transparency. The registration certificate should 
expire after a certain duration and upon renewal of the certificate, the contractors should 
demonstrate that they have been able to perform in the category they are renewing their 
certificate otherwise they should be placed in a lower category; 
 The NCIC should as a matter of urgency, expedite the harmonisation of the various 
standards and specifications in use in the construction industry. A good example will be 
to follow the approach of the South African building contract document of the Joint 
Building Contract Committee (JBCC), which was formulated and adopted by all members 
of the construction industry; 
 H&S training courses should be initiated by the NCIC and be taught at undergraduate 
level as well. Contracts above a certain threshold should have mandatory H&S 
management, including engaging a full time H&S Officer on the project. Punishment 
schemes should be introduced for non-compliance; 
 Promotion of off-site production and fabrication will assist in minimising waste in the 
industry as well introduction of value management in the construction industry; 
 Knowledge organisations should re-introduce diploma courses in civil engineering that 
were cancelled, as the technicians were providing a vital role in the industry. 
Furthermore, construction management should be taught as a course, not as part of the 
discipline in the civil engineering programme at the University of Malawi in order to 
improve site management skills in the industry; 
 The knowledge gap existing in the Malawian construction industry is not a result of lack 
of research, but rather a lack of an industry specific platform to disseminate the 
information. With many people attending post graduate education within and outside the 
country within the sphere of the built environment, it can therefore be assumed that a lot 
of research has been conducted with regard to Malawi, but the Malawian community has 
not benefitted from such research, and at most the findings of such research remains with 
the researcher. The country needs to learn from such research and move forward. The 
industry needs to organise conferences and symposiums where such information can be 
disseminated;  
 The unfortunate situation where some important public institutions have not developed a 
website to date or the websites are not regularly updated should be addressed. This 
situation has resulted in an information gap in terms of what is happening in the 
construction industry. The general public or members of the construction industry should 
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not wait for a publication in a newspaper to find out the categories of contractors, or 
tenders which have been advertised. This information should be readily available to all 
masses online. It is not due to a lack of resources that IT is not being fully embraced, as 
institutions have invested heavily in IT hardware, but a lack of seriousness on the part of 
such organisations. The industry therefore needs strong and visionary leadership to drive 
it to the next level, and    
 There is a need for a paradigm shift in the way the construction industry members want 
the industry to perform. In the past there used to be associations such as the Master 
Builders Association (MBA) and Malawian Building Contractors and Allied Traders 
Association (MABCATA) that used to be the voice for the construction industry before 
the creation of the NCIC. Unfortunately, these organisations are no longer active and 
members of the construction industry no longer have the opportunity to channel their 
concerns to the higher authority.  Therefore, while the construction industry reforms have 
brought tremendous changes to the industry, they have not brought the industry together 
in the same way. Revamping such organisations and funding some of their activities 
would assist in bringing together the industry. It is important to hear the voice of the 
voiceless, and members of these groupings should be able to take to task their leaders if 
their concerns are not being addressed 
Recommendations based on the second objective 
Identify the dominant structure of ’supply chains’ used in the Malawi construction industry. 
 Management contracting should be introduced as another form of procurement method. 
This method can assist in developing the capacity of small and medium size contractors 
under the stewardship of the main contractor; 
 In order to remove perceptions of corruption, client organisations, including institutions 
such as the NCIC and the ODPP, should have fully functional websites, whereby all 
public tenders should be floated and including results of award. Further, all unsuccessful 
bidders who participated in government tenders should have the opportunity to check on 
how their bids performed after the contract has been awarded. This will assist in the 
bidders improving their documentation during tendering and remove perceptions that 
contracts are corruptly awarded, and 
 Construction SCM in the construction industry should be introduced to members of the 
construction industry. 
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Recommendation based on third objective 
Evaluate the impact that ’a supply chain structure’ has on project performance in Malawi. 
 The selection of contractors based on the traditional procurement method should be 
revisited, especially for projects involving small and medium size contractors. Selection 
based on the lowest bidder, although it may seem to be fair and transparent, is 
contributing to a lot of inefficiencies in project implementation as contractors try to 
under-cut each other on prices, but fail to perform on site once the project has been 
awarded to them. Consideration should be given to using ’engineers’ estimate’ as the 
basis for evaluation; 
 The Malawian construction industry still does not require professional indemnity 
insurance to be purchased by consultants. This can provide a platform of negligence by 
the consultants. The inefficiencies that have been cited in this study such as poor 
information flow, inadequate supervision, lack of resources on the part of consultants, and 
incomplete designs and documentation during project implementation have had a huge 
impact on the performance of the industry. It may seem that consultants are wielding too 
much power, especially at project implementation, and therefore small and medium scale 
contractors are too afraid of them to seek redress of the situation. In this context, the 
adversarial relationship existing between consultants and contractors is not a result of lack 
of trust, but rather an attempt to cover up inefficiencies and incompetence, and 
 More training should be directed to senior site management. This training should include 
construction SCM, construction H&S, environmental and quality management systems, 
the causes and impacts of non-value adding activities in the industry, construction 
techniques such as JIT, TQM, and lean construction. 
Recommendation based on fourth objective 
Examine how procurement method affects how suppliers and subcontractors deliver on 
agreed targets in Malawi. 
 The formal risk management process should be introduced on all major projects beyond a 
certain threshold. Special emphasis should be made with respect to the sources and 
availability of construction materials vis-á-vis expected project duration; 
 Where possible, clients should facilitate contractors‟ securing of  sureties for payment of 
critical construction materials, and foreign exchange from commercial banks; 
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 The availability of cheap credit remains a major problem in the construction industry, 
especially to small and medium size contractors who may not have enough assets for 
collateral in order for them to borrow money from commercial banks. Clients can assist in 
reducing the payment period for such type of contractors. For example, from the normal 
28 to 14 days in some maintenance contracts. Efforts should be made to establish a 
development bank with flexible credit facilities to cater for the needs of the construction 
industry; 
 Efforts should be made to foster partnering based on long terms relationships and repeat 
commissions for best performance that can foster unity and build trust in the industry, and 
 Formal monitoring and evaluation exercises should be done on all public funded projects 
by the client organisations, and benchmark best practices. 
6.5 Areas of further research 
The study only focused on key members of the construction value chain who are directly 
involved in project implementation, namely client organisations, consultants, contractors, and 
suppliers. However, the study could have been more robust if general support services, 
regulatory authorities, facilities managers, and end users were also included in the study. 
Therefore, further research should be conducted to understand how other members of the 
construction value chain, who are not directly involved in project implementation, perceive 
project success in the Malawian construction industry and the challenges they face. 
The study also focussed on clients in the formal construction industry sector, those that are 
involved in implementation of public infrastructure based on formal contracts. However, the 
study did not consider the informal construction industry, especially home owners who are 
constructing their own houses based on labour based contracts and with no written contract, 
but on a hand shake basis only. This informal construction industry is also tapping in on the 
knowledge and skills from the formal construction industry. A study based on this informal 
construction sector could provide insight to the actual performance of the construction 
industry. 
Further research should be conducted to identify the frequency and major causes of non-value 
adding activities and their implication in the Malawian construction industry and ways to 
mitigate them. Furthermore, a case study should be undertaken to investigate the performance 
of supply chain structures on projects in Malawi in relation to the procurement method 
employed. 
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23 July 2013 
Dear Contractor / Client / Consultant / Supplier 
The relationship between value chain and project success in the Malawian Construction 
Industry. 
This interview, which forms a significant part of an on-going research project at the Nelson 
Mandela Metropolitan University, is aimed at meeting the requirements for the MSc 
(Construction Management) qualification. 
The purpose of the research relative to the Malawian construction industry principally aims at 
investigating how the value chain is contributing towards project success in the Malawian 
construction industry and the barriers that the industry is facing to enhance its value chain. 
The interview will comprise of two components. A short questionnaire would elicit 
background information from you before the commencement of the interview that shall be 
guided by a semi-structured protocol. The questionnaire shall be completed in writing 
whereas the interview will be recorded. The interview is expected to take not more than one 
hour. Please note that the interview proceedings will be treated as strictly confidential, and a 
confidentiality agreement will be entered with you or your organisation should you wish so. 
Thank you very much for your assistance. 
 
Samuel Kadangwe       
Researcher 
 
Fidelis Emuze PhD Pr. CM GMICE AMSAICE ICIOB 
Supervisor 
• PO Box 77000 • Nelson Mandela Métropolitain University 
• Port Elizabeth • 6031 • South Africa • www.nmmu.ac.za 
• South Africa• www.nmmu.ac.za 
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QUESTIONNAIRE TO PARTICIPANTS 
1. General Information 
Please tick your answers in the appropriate box provided. 
1.1 Please state the name of your organisation ……………………………………………… 
 
1.2 Please state your organisation’s registration sector with the National Construction Industry Council of 
Malawi (NCIC).  
 
Building Civil Electrical Miscellaneous Consultant Supplier 
 
     
  
1.3 Please state your organisation’s registration category with the National Construction Industry Council 
of Malawi (NCIC).  
 
50 million 100 million 200 million 500 million Unlimited other 
 
     
 
1.4 Please state the length of your organisation’s experience in the construction Industry. 
 
1-5 years 5-10 years 10-15 years 15-20 years > 20 years 
 
    
 
 
1.5 Please state your average annual turnover of construction work (in millions of Malawi kwacha) in the 
last 5 years?  
 
50-100m 100-200m 200-300m 300-500m > 500m 
 
    
 
1.6 Please state your gender? 
 
Male Female 
 
 
 
1.7 Please indicate at which level of your organisation management structure you are 
 
Board of 
Directors 
Executive 
Management 
Senior top 
Management 
Middle 
Management 
Junior 
Management 
 
    
 
1.8 Please state your job title…………………………………………………………….. 
 
 
1.9 Please state the length of your personal experience in the construction industry? 
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1-5 years 5-10 years 10-15 years 15-20 years > 20 years 
 
    
 
 
1.10  Please state your highest academic qualification. 
 
MSCE Tradesman Cert or Dip Degree Post Grad 
 
    
 
MSCE= Malawi School Certificate of Education or equivalent high school qualification 
 Tradesman= Trade test certificate from Technical college 
 Cert or Dip= City and Guilds Certificate or University Diploma 
 
Please insert your details below to aid in contacting you in the event that a clarification and / or 
further communication are required. All information supplied in this questionnaire and 
interview will be used strictly for academic purposes 
 
Name: Phone: 
Job Title: Fax: 
Company: Mobile: 
Signature: E-mail: 
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THE INTERVIEW PROTOCOL 
CONTRACTORS 
A. Construction markets and procurement methods  
1. Please describe the services you offer? 
2. Who are your primary clients? 
3. What volume of business have you done in the past year in terms of projects? 
4. Please describe the relationship you have with each client, who determines what to 
construct, and how much would be spent. Are you able to make inputs during the 
procurement process? 
5. What are the construction procurement methods that you have worked with in Malawi? 
6. In your experience, what is the most dominant construction procurement method in use in 
Malawi? 
7. Why do you think the construction procurement method is widely used? 
8. How would you describe the performance of the various construction procurement 
methods in use in Malawi? 
9. What steps do you take to meet your client requirements? 
10. How strong is the construction business market right now? What trends do you see in the 
immediate future? 
11. Do you sometimes collaborate with other firms to deliver project requirements? 
12. What has been dominating about small and medium scale construction firms in Malawi, 
based on your experience?  
13. Do you have means of communicating information about your firm to others? 
14. What form of assistance do you receive from your clients? 
15. Is there anything else about selling your business that I should know? 
B. Construction standards, specifications and certifications 
1. What standards and specifications are required in your projects? Who sets these standards 
and requirements? 
2. Do you have environmental and quality management systems in your firm? 
3. Who is responsible for ensuring compliance with these systems? 
4. Are systems for permits and certifications transparent and easy to follow?  
5. What kind of health and safety (H&S) standards does your firm follow in protecting your 
employees and the public? 
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6. Have you ever encountered disputes with government officials? What was the nature of 
the dispute? 
7. In general is your firm treated fairly by the government? 
C. Management of firms and human resource capacity 
1. In the area of organisation and management, what are your major weaknesses and 
strengths? 
2. Who is responsible for general management in the form of purchasing, production, human 
resources, marketing, finance, legal, administration, and public relations? 
3. What functions do you subcontract or outsource to other firms? 
4. Do you use any IT applications to manage your business? What sort of software 
programmes do you use to manage your business? 
5. Do you prepare annual financial statements? 
6. What part of your business in terms of plant and equipment, and management systems 
would you want to change in the next two years?  
7. Do the skills of the labour pool in Malawi match your firm‟s needs? In which ways? 
What complaints do you have about finding competent employees in Malawi? 
8. What management skills would you like to strengthen in order to grow your business? 
How do you plan to obtain those skills? 
9. How would you describe the level of human resource capacity in the Malawian 
construction industry in order to achieve expected project delivery? 
D. Value creation in the construction industry 
1. In what ways does your firm add value to your customers? 
2. In which areas can you add value to a construction supply chain? How will you achieve 
that? 
3. There are various non-value adding activities such as rework, repairs, defects, material 
waste, delays, waiting, and poor material handling in the construction industry.  Based on 
your experience, to what extent do these non-value adding activities impact the Malawian 
construction industry? Please mention the frequency of your encounter with each non-
value adding activities in Malawi. 
4. Please mention the reasons why such non-value adding activities are so dominant in the 
Malawian construction industry. 
5. What would you propose to be done in order to improve value creation in the construction 
industry? 
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6. Which member of the supply chain has the greatest capacity to create value in Malawian 
construction? 
7. Which member or category of members of the supply chain has the capacity to engender 
non-value adding activities in Malawian construction? 
8. Based on your experience, are supply chain members concerned about „value creation‟ 
when delivering projects in Malawi? 
9. What are the most important infrastructure constraints affecting growth and profitability 
of your business (road / transport conditions, telephone services, electricity supply) 
10. From where do you get your plant and equipment for project delivery? Is your current 
plant and equipment an impediment to business growth? If so, please explain? 
11. How would you describe the quality and performance of Architects and Engineers during 
project implementation in Malawi? 
12. How would you describe the quality and competence of Project Managers in the 
Malawian construction industry? 
13. Do the projects you work on allow you to provide technical inputs at design and 
supervision stages? If not, why? 
14. How would you describe the level of communication between the various parties during 
project implementation in the Malawian construction industry? 
E. Procurement of project inputs and services   
1. What are your major needs in the areas of input cost, environment, H&S, quality, and 
time? 
2. Do you have problems in obtaining some important inputs? If yes, please explain. 
3. Do you get a fair price for inputs? 
4. What kind of help or services do you provide to your suppliers? ( i.e. input credit, advise 
on market demand) 
5. How do you communicate your product requirements to your suppliers? ( product quality, 
size and appearance, delivery dates) 
6. What difficulties do suppliers have in meeting these requirements? 
7. How often do you experience scarcity of resources required for projects? Which resources 
are often scarce to obtain? What are the primary causes of scarcity? 
8. What criteria do you use to select your suppliers / subcontractors during project 
implementation? 
9. Have these criteria proven to be the most ideal for the Malawian construction industry? 
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10. When you select your suppliers or subcontractors, do you engage them based on long 
term relationships, or they are project based relationships? 
11. What is the impact of short term relationships on project delivery in Malawian 
construction? 
12. Some quarters in the construction industry advocate partnering and integration in the 
construction industry, what would be your opinion about that? 
13. What would you say are the challenges preventing collaborative working in the Malawian 
construction industry? 
F. Business financing in the construction industry  
1. Who provides you with money for your business? 
2. Do you get credit facilities from suppliers? What are the terms? 
3. Do you need additional financing at the moment? If so, what would you use it for? 
4. What are the experiences you get when dealing with financial institutions? (Obtaining a 
loan, bonds and insurances) 
5. Do you feel that you and / or your firm are treated fairly when trying to access finance?  
G. Policies and  regulations in the construction industry  
1. What government policies / regulations have benefited your business? 
2. What government policies / regulations are obstacles to growing your business? 
3. Is the government planning reforms that could result major improvement in the business 
environment? 
4. Is the Malawian economy highly vulnerable to global external shocks (economic)? 
5. The Office of Director of Public Procurement (ODPP) regulates public procurement in 
Malawi; in your opinion do you think that procurement of public works is properly 
regulated in Malawi? 
6. What critical areas would you want to be improved in terms of public procurement in 
Malawi? 
7. As a stakeholder in the industry, what suggestions can you offer for an improved public 
sector procurement policy? 
8. What do you think are the main challenges faced in terms of public procurement in 
Malawi? 
H. Security and social factors in the construction industry  
1. How would you rate the security situation in terms of theft, looting, and vandalism of 
assets while implementing projects? 
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2. How would you describe your relationship with host communities during project 
implementation? 
3. Has your firm ever been in dispute with the host communities when executing projects in 
Malawi? If so, what were the circumstances? 
4. What is the major challenge you face when dealing with a host community?  
5. How would you rate the level of corruption in the Malawian construction industry? 
6. Do procuring entities openly solicit bribes in order to award contracts Malawi? If yes, 
please explain based on your experience. 
7. Do you experience political interference during project implementation? If yes, what kind 
of interference was it? 
I. General Questions 
1. In the past year, do you feel that running your firm has become easier or more difficult? 
Why? 
2. What are the major incentives for investing in / promoting change in the construction 
value chain in Malawi? 
3. What risks or constraints do you face in making investments? 
4. What do you think are the strengths of the industry locally and internationally? 
5. What do you think is the greatest challenge facing the Malawian construction industry 
today? 
6. What do you think should be done with the Malawian construction industry to improve 
the situation? 
7. What is your opinion on the role being played by the National Construction Industry 
Council (NCIC) of Malawi? 
8. What critical areas would you like to see NCIC improving in order to have an effective 
construction industry in Malawi? 
9. Do you have additional observations or comments that we have not discussed? 
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INTERVIEW PROTOCOL 
Consultants (Architects& Engineers) 
A. Construction markets and procurement methods  
1. Please describe the services you offer? 
2. From who have you received contracts in the past five years? (Private firms, government 
or international organisations? 
3. What is the main difference between these types of clients? 
4. Which types of clients do you prefer to work with and why (repeat work, faster payment, 
fewer risks, more trust, more assistance)? 
5. Describe the relationship you have with each client (who determines what to construct, 
design specifications, prices and what to purchase?) How much influence or input do you 
have? 
6. What are the construction procurement methods that you have worked with in Malawi? 
7. In your experience, what is the dominant construction procurement method in use in 
Malawi? 
8. Why do you think the construction procurement method is widely used? 
9. How would you describe the performance of the various construction procurement 
methods in use in Malawi? 
10. How do you promote and market your business? 
11. How strong is the construction business market right now? What trends do you see in the 
immediate future? 
12. How do you learn about new design techniques and / or quality requirements? 
13. Do you collaborate with other firms in the industry? 
14. What has been dominating about small and medium scale construction firms in Malawi, 
based on your experience?  
15. Do you have means of communicating information about your firm to others? 
16. What form of assistance do you receive from your clients? 
17. Is there anything else about selling your business that I should know? 
B. Construction standards, specifications and certifications 
1. What standards services do you need to conform to? Who sets these standards and 
requirements? 
2. Do you have quality management systems in your firm? 
3. Who is responsible for ensuring compliance with these systems? 
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4. Are systems for permits and certifications transparent and easy to follow?  
5. What kind of Health and Safety (H&S) standards does your firm follow in protecting your 
employees and the public? 
6. Have you ever encountered disputes with government officials? What was the nature of 
the dispute? 
7. In general is your firm treated fairly by the government? Why? 
C. Management of firms and human resource capacity 
1. In the area of organisation and management, what are your major weaknesses and 
strengths? 
2. Who is responsible for general management in the form of purchasing, production, human 
resources, marketing, finance, legal, administration and public relations?  
3. What functions do you outsource to other firms? 
4. Do you sometimes collaborate with other firms to deliver clients‟ requirements? 
5. Do you use IT applications to manage your business? What sorts of software programmes 
do you use to manage your business? 
6. Do you prepare annual financial statements? 
7. What management skills would you like to strengthen in order to grow your business? 
How do you plan to obtain these skills? 
8. How would you describe the level of human resource capacity in the Malawian 
construction industry in order to achieve expected project delivery? 
D. Value creation in the construction industry 
1. In what ways do your firm add value to your employers? 
2. In which areas can you add value to a construction supply chain? How will you achieve 
this? 
3. There are various non-value adding activities such as reworks, repairs, defects, material 
waste, delays, waiting, poor material handling and material waste in the construction 
industry,. Based on your experience, to what extent do these non-value adding activities 
impact the Malawian construction industry? Please mention the frequency of your 
encounter with each non-value adding activities in Malawi. 
4. Please mention the reasons why such non-value adding activities are so dominant in the 
Malawian construction industry. 
5. What would you propose to be done in order to improve value creation in the construction 
industry? 
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6. Which member of the supply chain has the greatest capacity to create value in Malawian 
construction? 
7. Which member or category of members of the supply chain has the capacity to engender 
non-value adding activities in Malawian construction? 
8. Based on your experience, are supply chain members concerned about „value creation‟ 
when delivering projects in Malawi? 
9. What are your major needs in the design and construction of infrastructure projects? 
10. How would you describe the quality and competence of Project Managers in the 
Malawian construction industry? 
11. Do you get technical inputs from contractors and other suppliers during design and 
construction phases? 
12. How would you describe the level of communication between various parties during 
project implementation in the Malawian construction industry? 
13. How would you describe the role played by the client during design and supervision 
stages?  
14. What areas would you like to see improvements in terms of the way contractors, suppliers 
and clients carry out their project related responsibilities? 
E. Business financing 
1. Who provides you with money for your business?  
2. Do you get credit facilities from external sources? What are the terms? 
3. Do you need additional financing at the moment? If so, what would you use it for? 
4. What are the experiences you get when dealing with financial institutions? (Obtaining a 
loan, bonds and insurances) 
5. Do you feel that you and / or your firm are treated fairly when trying to access finance?  
F. Policy & Regulations in the construction industry 
1. What government policies/regulations benefit your business (registrations, inspections, 
incentives, etc.?) 
2. What government policies/ regulations are obstacles to growing your business? 
3. Is the government planning major reforms that could result in shifts in your business (e.g. 
Decentralisation, anti-corruption, customs? Etc.)? 
4. Is the economy highly vulnerable to global external shocks? 
5. Do government institutions have a history of effectively responding to political and 
economic crises? 
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6. The Office of Director of Public Procurement (ODPP) regulates public procurement in 
Malawi; in your opinion do you think that procurement of public works is properly 
regulated in Malawi? 
7. What critical areas would you wish to be improved in terms of public procurement in 
Malawi? 
8. As a stakeholder in the industry, what suggestions can you offer for an improved public 
sector procurement policy? 
9. What do you think are the main challenges faced in terms of public procurement in 
Malawi? 
G. Security and social factors in the construction industry 
1. How would you rate the security of your assets during project implementation in terms of 
theft, looting and vandalism? 
2. How would you describe your relationship with host communities during project 
implementation? 
3. Has your firm ever been in dispute with host communities due to project related issues? If 
so, what were the circumstances? 
4. What is the major challenge you face when dealing with a host community?  
5. In cases where you have witnessed local instability, describe the response of local 
government or other officials. Were you or your staff personally or professionally 
affected? 
6. How would you rate the level of corruption in the Malawian construction industry? 
7. Do procuring entities openly solicit bribes in order to award contracts in Malawi? 
8. Have you ever experienced political interference during project implementation? If yes, 
what kind of interference was it? 
H. General Questions  
1. In the past year, do you feel that running your firm has gotten easier or more difficult? 
Why? 
2. What are the major incentives for investing in / promoting change in the construction 
value chain in Malawi? 
3. What risks or constraints do you face in making investments? 
4. What do you think are the strengths of the industry locally and internationally? 
5. What do you think is the greatest challenge facing the Malawian construction industry 
today? 
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6. What do you think should be done within the Malawian construction industry to improve 
the situation? 
7. What is your opinion on the role being played by the National Construction Industry 
Council (NCIC) of Malawi? 
8. What critical areas would you like to see NCIC improving in order to have an effective 
construction industry in Malawi? 
9. Do you have additional observations or comments that we have not discussed? 
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 INTERVIEW PROTOCOL 
General Suppliers 
A. Construction markets 
1. Please describe the services you offer? 
2. Who are your primary clients? 
3. What volume of business have you done in the past year? 
4. How would you characterise your relationship with your principal clients? (Independent, 
close collaborative, difficult, lots of information passes between you, the client is in 
charge, they direct you). 
5. What are the differences between your clients? To whom do you prefer to sell (frequency, 
price bargaining/ negotiating costs, volume, quality, consistency)? 
6. Do you get a fair price in dealing with firms? 
7. What steps do you take to meet your client specifications, including delivery date and 
quality? 
8. Is it difficult to comply with your client‟s requirements? What do you have to do? 
9. How strong is the construction business market right now? What trends do you see in the 
immediate future? 
10. Do you collaborate with other firms in the industry? 
11. How would you describe your experience in working with larger contractors, versus 
working with small and medium firms?  
12. Do you share information with other material importers/ distributors? If so, what kind of 
information and why? 
13. What form of assistance do you receive from your clients? 
14. Is there anything else about selling your business that I should know? 
B. Value creation in the construction industry 
1. In what ways do your firm add value to your customers? 
2. In which areas can you add value to a construction supply chain? How will you achieve 
that? 
3. There are various non-value adding activities such as reworks, repairs, defects, material 
waste, delays, waiting, poor material handling and material waste in the construction 
industry.  Based on your experience, to what extent do these non-value adding activities 
impact the Malawian construction industry? Please mention the frequency of your 
encounter with each non-value adding activities in Malawi. 
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4. Please mention the reasons why such non-value adding activities are so dominant in the 
Malawian construction industry. 
5. What would you propose to be done in order to improve value creation in the construction 
industry? 
6. Which member of the supply chain has the greatest capacity to create value in Malawian 
construction? 
7. Which member or category of members of the supply chain has the capacity to engender 
non-value adding activities in Malawian construction? 
8. Based on your experience, are supply chain members concerned about „value creation‟ 
when delivering projects in Malawi? 
9. What are the most important infrastructure constraints affecting growth and profitability 
of your business(road/transport conditions, telephone services, electricity supply) 
C. Procurement of project inputs and specialist services 
1. What are the ways you source your products? Who are your main suppliers? From where 
do you get your supplies?  
2. How do you develop relationships with these suppliers? 
3. How often do you locate new suppliers?   
4. How do you communicate information to your suppliers regarding quality of product? 
Size, chemical use, delivery date requirements? 
5. How do you demand that your suppliers meet the requirements? 
6. What difficulties do your suppliers have in meeting your demands 
7. Do you help them? How? 
8. What changes would you like your suppliers to make? 
9. Have you communicated your wishes to them? 
10. How do they respond 
11. What can you do to facilitate or demand these changes? 
12. Do you receive a consistent supply of goods when you need it? 
13. Overall, are you able to purchase quality goods? 
14. How do you check for quality and standards in your work 
15. Do you experience difficulties in accessing goods? 
16. What kind challenges do you face in importing goods ( exchange rate fluctuations, tariffs 
or other duties, customs, taxes, consistent supply of goods) 
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17. How do you work with suppliers to ensure that they satisfy your requirements for quality? 
What do you do to encourage them? What pressures do you apply? 
18. What is the quality of domestic manufacturers? Is there a potential for increasing the 
levels of suppliers/components made in Malawi? 
19. What local manufacturing firms have the potential for making suitable materials/ 
components? 
D. Business financing 
1. Who provides you with money for your business? 
2. Do you get credit facilities from suppliers? What are the terms? 
3. Do you need additional financing at the moment? If so, what would you use it for? 
4. What are the experiences you get when dealing with financial institutions? (Obtaining a 
loan, bonds and insurances) 
5. Do you feel that you and / or your firm are treated fairly when trying to access finance?  
E. Policy & Regulations in the construction industry 
1. What government policies / regulations have benefited your business? 
2. What government policies / regulations are obstacles to growing your business? 
3. Is the government planning reforms that could result major improvement in the business 
environment? 
4. Is the Malawian economy highly vulnerable to global external shocks (economic)? 
5. The Office of Director of Public Procurement (ODPP) regulates public procurement in 
Malawi; in your opinion do you think that procurement of public works is properly 
regulated in Malawi? 
6. What critical areas would you want to be improved in terms of public procurement in 
Malawi? 
F. Security and social factors of the construction industry 
1. How would you rate security situation in terms of theft, looting and vandalism of assets 
while conducting your business? 
2. How would you rate the level of corruption in the Malawian construction industry? 
3. Do procuring entities openly solicit bribes in order to award contracts Malawi? If yes, 
please explain based on your experience. 
G. General Questions 
1. In the past year, do you feel that running your firm has gotten easier or more difficult? 
Why? 
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2. What are the major incentives for investing in / promoting change in the construction 
value chain in Malawi? 
3. What risks or constraints do you face in making investments? 
4. What do you think is the greatest challenge facing the Malawian construction industry 
today? 
5. What do you think should be done with the Malawian construction industry to improve 
the situation? 
6. Do you have additional observations or comments that we have not discussed? 
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INTERVIEW PROTOCOL 
Public Sector Clients 
A. Procurement of services 
1. What is the value of public infrastructure projects that you have implemented in the past 
year? 
2. What are the procurement methods that you have worked with in Malawi?  
3. In your experience, what is the dominant procurement method in use in Malawi? 
4. Why do you think the procurement method is widely used? 
5. How would you describe the performance of the various procurement methods in use in 
Malawi? 
6. Do you conduct open competitive bidding? Explain the bidding process.  Are there public 
notices, advertisements?  Who evaluates bids, one person or a committee? 
7. On average, how many bids do you receive?  What is the quality of bids? 
8. In designing projects, do you use:  (a) internally hired consultants, (b) architects hired by 
the general contractor, or (c) do you outsource to third-party architectural firms? 
9. To ensure the quality of projects, do you use:  (a) internally hired engineers, (b) engineers 
hired by the general contractor, or (c) do you outsource to a third party engineering firm? 
10. How do your projects source materials?  (a)  internally, (b) general contractor, or (c) third 
party? 
11. How do your projects hire labour: (a) internally, (b) general contractor, or (c) third party? 
12. If you have different types of contractors, how would you characterize the differences 
between each type?  (What are the characteristics of each contractor type?) 
13. How do you communicate information to your suppliers regarding your requirements in 
terms of quality and design specifications? 
14. How do you demand that your suppliers meet the requirements? 
15. What difficulties do your suppliers have in meeting your demands? 
16. Do you help them? How? 
17. What changes would you like your suppliers to make? 
18. Have you communicated your needs to them? 
19. How do they respond? 
20. What can you do to facilitate or demand these changes? 
21. How do you work with contractors to ensure that they satisfy your requirements?  What 
do you do to encourage them?  What pressures do you apply? 
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22. Have you ever had any disputes with contractors?  Please explain the trajectory of such 
disputes?   
23. Some quarters in the construction industry advocate for partnering and integration in the 
construction industry, what would be your opinion about that? 
24. What would you say are the challenges preventing collaborative working / partnering in 
the Malawian construction industry? 
25. What are the impacts of short term relationships on supply chain effectiveness in 
Malawian construction? 
B. Construction standards, specifications and certifications 
1. What certification requirements must your programmes conform to?  Who sets these 
standards and requirements?  Do you set any environmental standards, guidelines or 
recommendations?  Which ones? 
2. Are the government systems for permits and certifications transparent and easy to follow? 
3. Does you agency set and follow environmental standards or codes? 
4. Do you collaborate with donor agencies to promote sustainable resource management?  If 
so, how? 
5. Have you noticed any changes in the country‟s natural resources as a result of 
construction projects? (Land clearing, timber, etc.) 
6. What motivates you to promote sustainable resource management? 
7. What kinds of H&S standards does your agency promote through project design and 
implementation? 
8. Which government agencies do you cooperate for project execution purposes? 
9. Which government offices are easiest to work with?  The most difficult?  Why? 
10. Are there government policies that help your programmes?  Are there policies that you 
would like to see changed?  What changes would be helpful? 
11. The Office of Director of Public Procurement (ODPP) regulates public procurement in 
Malawi; in your opinion do you think that procurement of public works is properly 
regulated in Malawi? 
12. What critical areas would you want to be improved in terms of public procurement in 
Malawi? 
13. As a stakeholder in the industry, what suggestions can you offer for an improved public 
sector procurement policy? 
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C. Competitiveness Rating of the industry 
For each of the following facets of competitiveness, please rate each on a scale of 1 to 5, with 
1 being very poor, and 5 being excellent. 
1. Price, from your (the client‟s) perspective ____________ 
2. Quality of construction    ____________ 
3. On-time delivery according to prior agreement ____________ 
4. Delivery of product within agreed budget ____________ 
5. Flexibility to meet different specifications ____________ 
6. Ability to innovate in design   ____________ 
D. General Questions 
1. What are the three major risks that confront your programmes? 
2. What do you think about the competitiveness of the construction value chain? 
3. What is your view on the notion that the construction industry is known to be fragmented 
and adversarial in nature? Is this view valid in Malawian construction? 
4. If yes, why do you think the situation still persist? 
5. What do you think should be done within the Malawian construction industry to improve 
the situation? 
6. What is your opinion on the role being played by the National Construction Industry 
Council (NCIC) of Malawi? 
7. What critical areas would you like to see NCIC improving in order to have an effective 
construction industry in Malawi? 
8. Do you have additional observations or comments that we have not discussed? 
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APPENDIX IV: LIST OF PARTICIPANTS INTERVIEWED 
Number Name Name of firm Job title  
1 N. Kambala Mkaka Construction Company  Managing Director 
2 Mwenelupembe Mount Carmel Construction Projects Manager 
3 T. Valimahommed Machinery Spares & Trading Ltd General Manager 
4 R. Dilawo Dika Construction Managing Director 
5 C. Chiocha Maoni Building and Civil 
Engineering Construction  
Managing Director 
6 D. Chale Dansons General Suppliers Managing Director 
7 T. Msukwa Cas Civil Engineering Technical Director 
8 R. Siwande Link Building Products Finance Manager 
9 E. Ponde Ponde Ministry of Education- Education 
Infrastructure Management Unit 
Architect 
10 E. Chimtengo Mota-Engil Production Manager 
11 C. Nyirongo Ministry of Lands- Building 
Department 
Senior Architect 
12 Banda Taai Construction & Machinery 
Services 
Contracts Manager 
13 F. Kavwenje Master Construction  Contracts Manager 
14 P. Kulemeka Roads Authority Chief Executive Officer 
15 M. Kachiwala MSCAT Director 
16 Sattar Top Range Civil Engineering Managing Director 
17 W. Kazembe Malawi Housing Corporation Director of Administration 
& Company Secretary 
18 E. Mapando MD. Initiative Director 
19 C. Kaunda Image Designs Director 
20 Swira Electrical Enterprises Contracts Manager 
21 Chirombe Aluminium Systems LTD Managing Director 
22 A. Manda Unit Holdings Managing Director 
23 J. Chakravarty SAFINTRA Operations Manager 
24 P. Rao Fargo LTD General Manager 
25 Khonje Einstein Construction LTD Managing Director 
26 E. Misomali Tafika Construction Company 
LTD 
Managing Director 
27 B. Chikho City Building Contractors LTD Contracts Manager 
28 Tambala Klark Construction LTD Managing Director 
29 J. Banda JMD Consultants Managing Partner 
 
